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Summary of Operations 


2019 2018 Change 
(Dollars in millions, Revenues $563.2 $552.2 2% 
except per share data) Revenues, as Adjusted! $489.2 $466.1 5% 
Operating Expenses $438.5 $439.1 -% 
Operating Expenses, as Adjusted! $314.2 $306.0 3% 
Operating Income $124.7 $113.1 10% 
Operating Income, as Adjusted! $175.0 $160.1 9% 
Net Income attributable to common stockholders $87.3 $67.2 30% 
Net Income attributable to common stockholders, 
as Adjusted! $120.5 $114.6 5% 
Operating Margin 22% 21% 
Operating Margin, as Adjusted! 36% 34% 
Per Share Data 
Earnings per Share — Diluted $11.74 $8.86 33% 
Earnings per Share — Diluted, as Adjusted? $14.79 $13.44 10% 
Weighted Average Shares Outstanding - 8,149 8,527 (4)% 
Diluted (in thousands) 
Weighted Average Shares Outstanding - 8,149 8,527 (4)% 
Diluted, as adjusted (in thousands)! 
Assets Under Management 
(in millions) Ending Assets Under Management $108,904.2 $92,029.8 18% 
@ Open-End Mutual Funds? $42,870.0 39.4% 
@ Closed-End Mutual Funds 6,748.1 6.2% 
By Product @ Exchange-Traded Funds 1,156.0 1.1% 
(12/31/2019) @ Retail Separate Accounts 20,414.2 18.7% 
@ Institutional Accounts 32,634.4 30.0% 
@ Structured Products 3,903.0 3.6% 
@ Liquidity? 1,178.5 1.2% 
TOTAL $108,904.2 100% 
@ Equity $70,720.0 64.9% 
By Asset Class @ Fixed Income 31,1858 28.6% 
(12/31/2019) @ Alternatives* 5,819.9 5.3% 
@ Liquidity? 1,178.5 1.2% 
TOTAL $108,904.2 100% 


1 Certain supplemental performance measures are provided in addition to, but not as a substitute for, performance measures determined in accordance with GAAP. These supplemental 
measures may not be comparable to non-GAAP performance measures of other companies. “Operating Income, as adjusted,” “Operating Margin, as adjusted,” and “Net Income attributable 
to common stockholders, as adjusted,” are supplemental non-GAAP measures that net the distribution and administration expenses against the related revenue and remove certain non-cash 
and other identified amounts. For our definition of these terms, as well as a reconciliation to GAAP measures, see “Non-GAAP Information and Reconciliations” in the Supplemental Financial 
Information, included as an attachment to this annual report after the Form 10-K. 


? Represents assets under management of U.S. 1940 Act mutual funds and Undertakings for Collective Investments in Transferable Securities (“UCITS”). 


3 Represents assets under management in ultra-short fixed income strategies, including open-end funds and institutional accounts. 
* Consists of real estate securities, master-limited partnerships, options strategies and other. 

This report may contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 which, by their nature, are subject to significant risks and uncertainties. 
Virtus Investment Partners, Inc. intends for these forward-looking statements to be covered by the safe harbor provisions of the federal securities laws relating to forward-looking statements. 
For a further discussion, see “Forward-Looking Statements” on page 17 of the attached Form 10-K. 


Message to Shareholders 


STRATEGIC OBJECTIVES 


Product Quality 


Maintain a set of attractive investment 
strategies to meet current and future demand 


Distribution Growth 


Increase market share in existing 
channels and capitalize on opportunities 
in new channels 


Operating Optimization 
Provide shared business support services that 
maximize the effectiveness and leveragability 
of the business 


Talent Engagement 


Attract and retain the talent necessary 
to effectively execute business objectives 


Financial Management 


Manage resources for profitability, growth, 
risk mitigation and creation of long-term 
shareholder value 


To Our Fellow Shareholders, 


We began our second decade as an independent public 
company in 2019 by achieving strong financial and 
operating results and demonstrating an ability to 
successfully execute on our long-term strategic priorities. 


By leveraging the strengths of our organization — 

a broad array of distinctive investment strategies from 
boutique managers, strong investment performance, 

an effective distribution model, and shared operations 
and business support services — we delivered growth 

in key financial measures, including operating income, 
as adjusted, which increased by 9% to $175.0 million, 
a related margin of 35.8%, and diluted earnings per 
share, as adjusted, which increased by 10% to $14.79.! 


These financial results reflected strong performance 
across key aspects of our business: 


e Assets under management: Long-term ending 
assets under management increased to $107.7 
billion from $90.4 billion at year-end 2018 and 
included a 36% increase in retail separate account 
assets and a 19% increase in institutional assets. 


e Sales: Sales of retail separate accounts, institutional 
accounts and exchange traded funds increased from 
2018, although total sales declined, primarily as 
a result of lower mutual fund sales. Net asset flows, 
while negative for the full year, improved substantially 
from 2018. 


Operating income, as adjusted, 
increased by 9% to $175.0 million and 
diluted earnings per share, as adjusted, 

increased by 10% to $14.79. 


1 The referenced non-GAAP measures are described and reconciled to 
GAAP reported amounts in the Supplemental Financial Information that 
is included as an attachment to this annual report after the Form 10-K. 


e Investment Performance: Our affiliated managers 
and select subadvisers continued to demonstrate 
the long-term value of active management by 
delivering strong relative performance across asset 
classes and styles. At year-end, 72% of all long- 


Total capital returned to shareholders 
increased by 30% to $73.4 million, 


representing 61% of 2019 net income, 


term assets under management were outperforming as adjusted, and included a 22% increase in 
their benchmarks on a five-year basis and 86% the quarterly common dividend, the second 
of rated mutual fund assets were in funds with consecutive increase since the company 
5- or 4- star Morningstar ratings, including our imstituted adividend, 


five largest funds. 


e Capital Management: We continued to employ 
a balanced approach to capital management by 
investing in growth opportunities, returning a 
meaningful level of capital to shareholders, and 

across asset classes and styles. managing our leverage to provide operating 

flexibility for the company. 


Our managers continue to demonstrate 
the long-term value of active management 


by delivering strong relative performance 


Product: As part of our focus on maintaining Looking Forward 
attractive investment strategies to meet current 
and future demand, we expanded investment 
capabilities and leverage affiliated managers’ 
capabilities into other product structures by 
introducing new retail separate account strategies, 
mutual funds, exchange traded funds, investment 
options for international clients, and structured 
products. 


We built our organization on a distinctive value 
proposition that leverages strong-performing investment 
strategies, extensive distribution relationships and a 
well-defined operating strategy. These attributes — 
fueled by a commitment to continuously meet the 
needs of clients, business partners and our shareholders 
— have been essential to our success for the past decade 
and will continue to be the foundation of our growth. 


On behalf of the staff, management, and board 
of directors, we thank you for your investment 


Stock Performance 
in our company. 


January 2, 2009 (Open) — December 31, 2019 


wi Sincerely, 
s10% = George R. Aylward Mark C. Treanor 
80% President and Chief Executive Officer Chairman 


SP a? od © gO 6G SN ah ob oo OO OO 
# PP PH HM HM 


(mm VRTS em Peer Group Composite eammmm S&P 500 


Peer Group: Affiliated Managers Group, AllianceBernstein, Cohen & Steers, Eaton Vance, 


Federated Investors, Franklin Resources, Invesco, Legg Mason, T. Rowe Price, and Waddell & Reed _ : . o 
2 Additional information about fund performance is included as an 


attachment to this annual report after the Form 10-K. 
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“We,” “us,” “our,” the “Company” and “Virtus,” as used in this Annual Report on Form 10-K (the “Annual 
Report’’), refer to Virtus Investment Partners, Inc., a Delaware corporation, and its subsidiaries. 


PARTI 


Item 1. Business. 
Organization 


Virtus Investment Partners, Inc. (the “Company”’), a Delaware corporation, commenced operations on 
November 1, 1995 through a reverse merger of the investment management subsidiary of Phoenix Life Insurance 
Company (“Phoenix”) with Duff & Phelps Corporation. The Company was a majority-owned subsidiary of 
Phoenix from 1995 to 2001 and a wholly owned subsidiary from 2001 until 2008. On December 31, 2008, the 
Company became an independent publicly traded company as a result of Phoenix’s distribution of 100% of 
Virtus common stock to Phoenix stockholders in a spin-off transaction. 


Our Business 


We provide investment management and related services to individuals and institutions. We use a multi- 
manager, multi-style approach, offering investment strategies from affiliated managers, each having its own 
distinct investment style, autonomous investment process and individual brand. By offering a broad array of 
products, we believe we can appeal to a greater number of investors and have offerings across market cycles and 
through changes in investor preferences. Our earnings are primarily driven by asset-based fees charged for 
services relating to these various products, including investment management, fund administration, distribution 
and shareholder services. 


We offer investment strategies for individual and institutional investors in different product structures and 
through multiple distribution channels. Our investment strategies are available in a diverse range of styles and 
disciplines and are managed by a collection of differentiated investment managers. We have offerings in various 
asset classes (equity, fixed income and alternative), geographies (domestic, international and emerging) market 
capitalizations (large, mid and small), styles (growth, core and value) and investment approaches (fundamental, 
quantitative and thematic). Our retail products include U.S. 1940 Act mutual funds, Undertaking for Collective 
Investment in Transferable Securities (“UCITS” or “offshore funds” and collectively with U.S. 1940 Act mutual 
funds, “open-end funds”), exchange traded funds (“ETFs”), closed-end funds (collectively with open-end funds 
and ETFs, “funds”) and retail separate accounts. Our institutional products are offered through separate accounts 
and pooled or commingled structures to a variety of institutional clients. We also provide subadvisory services to 
other investment advisers and serve as the collateral manager for structured products. 


Our Investment Managers 


We provide investment management services through our affiliated investment managers who are registered 
under the Investment Advisers Act of 1940, as amended (the “Investment Advisers Act’’). The investment 
managers are responsible for portfolio management activities for our retail and institutional products operating 
under advisory or subadvisory agreements. We provide our affiliated managers with distribution, operational and 
administrative support, thereby allowing each manager to focus primarily on investment management. We also 
engage select unaffiliated managers to sub-advise certain of our open-end funds and ETFs. We monitor our 
managers’ services by assessing their performance, style and consistency and the discipline with which they 
apply their investment process. 


Our affiliated investment managers and their respective assets under management, products and strategies as 
of December 31, 2019 were as follows: 


Manager Products Strategies Assets 
(in billions) 
Ceredex Value Advisors Open-end funds and Value-oriented strategies; large, $9.4 
institutional accounts mid- and small-cap domestic 
equities 
Duff & Phelps Investment Closed- and open-end funds and Equity income strategies; global $11.2 
Management institutional accounts listed infrastructure, 


domestic, international real 
estate and energy, and 
international equities 


Kayne Anderson Rudnick Open-end funds, institutional Quality-oriented equity $33.0 
Investment Management accounts, intermediary-sold strategies in small to large 
managed accounts and private —_ cap, including domestic 
client accounts global, international and 


emerging market strategies 


Newfleet Asset Management Closed- and open-end funds, Fixed income strategies; multi- $10.4 
ETFs, institutional, sector, enhanced core 
intermediary-sold managed strategies and dedicated 
accounts, private client sector strategies such as bank 
accounts and structured loans and high yield 
products 

Rampart Investment Management Closed- and open-end funds, Quantitative and option related $1.0 

Company institutional accounts and strategies 
intermediary-sold managed 
accounts 

Seix Investment Advisors Open-end funds, institutional, High yield, leveraged loans, $18.2 
ETFs and structured products investment grade taxable, 

tax-exempt and multi-sector 
strategies 

Silvant Capital Management Open-end funds and Growth equity strategies, $0.8 
institutional including large-cap and 

small-cap 

Sustainable Growth Advisers Institutional and private client Large-cap growth strategies, $14.8 
accounts and open-end funds including domestic, global, 

international and emerging 
markets 


As of December 31, 2019, $9.9 billion in assets under management were managed by unaffiliated managers. 


Our Investment Products 


Our assets under management are in open-end funds, closed-end funds, ETFs, retail separate accounts, 
institutional accounts and structured products. 


Assets Under Management by Product as of 


December 31, 2019 

Fund assets (in billions) 
Openzetid funds dcccscare ss ceed eens here ate etpanienee es $ 42.9 
Closed-end funds:: ¢ 5.2224 s¢¢2dtectaiodssdeddnetiageeiavedds 6.7 
Exchange traded fund: 03.50 6c24.n0 seu ae ote dw ds eeu ae eon deealed 1.2 
Retail separate accounts ....... 0.0... . eee eee 20.4 
Institutional accounts ..... 2... eee ee 32.6 
Structuted products’ :...3¢ iAddscavdtn tenet hiedhie edt esas bans 3.9 

Total Long-Term: .o.c422tin ade ehe wi de eye haew eed 107.7 
TEVQUIGIEY (TD). acne anette deacarteps acu atendcanar sours cxmhac arnlgyalar ada alctade eetons 1:2 

Total Assets Under Management ......................... $ 108.9 


(1) Represents assets under management in liquidity strategies, including certain open-end funds and 
institutional accounts. 


Open-End Funds 


Our open-end mutual funds are offered in a variety of asset classes (domestic and international equity, 
taxable and non-taxable fixed income, and alternative investments), market capitalizations (large, mid and small), 
styles (growth, core and value) and investment approaches (fundamental, quantitative and thematic). Our Ireland 
domiciled off-shore funds are offered in select investment strategies to non-U.S. investors. Summary information 
about our open-end funds as of December 31, 2019 were as follows: 


Number of Funds Total Advisory Fee 

Asset Class Offered Assets Range (1) 
(in millions) (%) 
Domestic Equity’ 2c.c60s2404000 dhddewwsteewee here gaidaasies 22 $16,661 2.15-0.40 
| Gi D,¢216 | (616) 0 1 = nee ar eee ee ee a 22 12,808 1.85-0.21 
International/Global Equity ......... 0.0.00... eee eee eee 13 11,459 1.20-0.65 
Alternatives .. 0.0... 0c cnet een eee nen e eee 9 1,139 1.30-0.55 
Asset Allocation. 3.3.3.04.0-4.0500) 4002 tls bas aeda wee ee adit dad 4 803 1.00-0.45 
Total/Open-End Bund) .iscsc5 bala ha eh ae aolad Heaney a eG aan 70 $42,870 


(1) Percentage of average daily net assets. The percentages listed represent the range of management advisory 
fees paid by the funds, from the highest to the lowest. The range indicated includes the impact of 
breakpoints at which management advisory fees for certain of the funds in each fund type decrease as assets 
in the funds increase. Subadvisory fees paid on funds managed by unaffiliated subadvisers are not reflected 
in the percentages listed. 


Closed-End Funds 


Our closed-end funds are offered in a variety of asset classes and various strategies such as infrastructure, 
energy and global multi-sector. We managed the following closed-end funds as of December 31, 2019, each of 
which is traded on the New York Stock Exchange: 


Advisory 
Fund Type/Name Total Assets Fee 
(in millions) (%) 

Asset Allocation 

DNP Select Income Fund Inc. ........... 0.0.00. $4,230 0.60-0.50(1) 

Virtus Total Return Fund Inc. ..... 0.0.0.0... eee 689 0.75(2) 
Alternatives 

Duff & Phelps Utility and Infrastructure Fund Inc. ................ 887 1.00(1) 

Duff & Phelps Select MLP and Midstream Energy Fund Inc. ........ 169 1.00(2) 
Fixed Income 

Duff & Phelps Utility and Corporate Bond Trust Inc. .............. 367 0.50(1) 

Virtus Global Multi-Sector Income Fund ...................00005 207 0.95(2) 

DTF Tax-Free Income Inc. ........... 0. ccc eee cee eee 199 0.50(1) 

Total: Closed-End: Funds. .se635 jdeesee Sacha tbuad Sdee bbs eee ecw $6,748 


(1) Percentage of average weekly net assets. A range indicates that the fund has breakpoints at which 
management advisory fees decrease as assets in the fund increase. 
(2) Percentage of average daily net assets of each fund. 


Exchange Traded Funds 


Our ETFs are offered in a range of actively managed and index-based investment capabilities across 
multiple asset classes. We managed the following ETFs at December 31, 2019: 


Advisory 
ETF Name Total Assets Fee (1) 
(in millions) (%) 
Alternative 
Virtus, Reali Asset:Incomeé ETRE ose. scree accaci ae eters seth ade beans $ 322 0.033 
InfraCap MLP EVP cj sccdat esta tesaweitn middie dae theess 312 0.075 
Virtus Private Credit Strategy ETF ..................00....0000.0, 224 0.468 
InfraCap Reit Preferred ETF oo scenic eens hota d deg cave weed pee 44 0.075 
Equity 
Virtus InfraCap U.S. Preferred Stock ETF ................. 200200. 97 0.140 
Virtus LifeSci Biotech Clinical Trials ETF .....................05. 42 0.450 
Réaves Utilities ETE esses. shoes 84S Sed Ode Hace a eA ee 35 0.490 
Virtus LifeSci Biotech Products ETF .............. 0.00. cee eee 28 0.450 
Virtus Glovista Emerging Markets ETF .....................0.0.0. 6 0.650 
Virtus WMC Global Factor Opportunities ETF..................... 6 0.280 
Fixed Income 
Virtus Newfleet Multi-Sector Bond ETF ......................000. 22 0.700 
Virtus Newfleet Dynamic Credit ETF ............ 0.0.0... 0 eee eee 10 0.550 
Virtus Seix Senior Loan ETF .... 1.0... cece teens 8 0.570 
R70) 621 Fa Gl ae on cn $1,156 


(1) Percentage of average daily net assets of each fund. Subadvisory fees paid on funds managed by unaffiliated 
subadvisers are not reflected in the percentages listed. 
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Retail Separate Accounts 
Intermediary-Sold Managed Accounts 


Intermediary-sold managed accounts are individual investment accounts that are primarily contracted 
through intermediaries as part of investment programs offered to retail investors. Summary information about our 
intermediary-sold managed accounts as of December 31, 2019 were as follows: 


Asset Class Total Assets 
(in millions) 
EQUILY, b-tcicc2teb20td toe pieeer oe deed shitene eed oe $13,620 
Fixed WCOME: 2g c.e. ogee ck ocd dob acy aed ecw’ dpe ce abe bbb as siw esd ang od gudveidparececens 1,915 
FA IMGIMAUIVE 2-0 v css toca Srcyoeundyd wee bealny bd eee dae gee Se 57 


ee rr eee rererert $15,592 


Private Client Accounts 


Private client accounts are investment accounts offered by our affiliate, Kayne Anderson Rudnick 
(“Kayne”), directly to individual investors. Kayne has advisers who provide investment advisory services 
employing both affiliated and unaffiliated investment managers. Summary information about our private client 
accounts as of December 31, 2019 was as follows: 


Asset Class Total Assets 
(in millions) 
EQUI os coca eaes te tied oe oe eet tus eta etek wid ew eset $3,073 
Fixed income ..... 0.0... ccc een teen eee ene 1,613 
ATTCPN ATIVE? Ss.seed Saeed ede dceeag Bape bobs aerdace See Reed bees 136 
Total Private Client Accounts .........................4. $4,822 
Institutional Accounts 


Our institutional clients include corporations, multi-employer retirement funds, public employee retirement 
systems, foundations and endowments; in addition, we provide subadvisory services to unaffiliated mutual funds. 
Summary information about our institutional accounts as of December 31, 2019 was as follows: 


Asset Class Total Assets 
(in millions) 
FQUILY: sch leain aces Go eee ech oe ae Bieter ere ee es $21,268 
| Bu, Coe I 01 6.0.61 a 9,091 
PUTCTMALLVE? <<. 4-2 lates aneters accu Mata tone eos Med gedaan bnd a ant Becere. aid 2,276 
Total Institutional Accounts .................0 0000 eee $32,635 


Structured Products 


We act as collateral manager for structured finance products that primarily consist of collateralized loan 
obligations (“CLOs”). We managed the following structured products as of December 31, 2019: 


Fund Name Inception Total Assets 

(in millions) 
Mountain View CLO IX Ltd. ................2.000.4. 2015 $ 553 
Mountain View CLO 2017-1 Ltd. ................... 2017 503 
Mountain View CLO 2014-1 Ltd. ................... 2014 409 
Mountain View CLO X Ltd. .................00 0005 2015 406 
Mountain View CLO XIV Ltd. .................00.4. 2019 406 
Mountain View CLO 2017-2 Ltd. ...............20.. 2018 405 
Mountain View CLO 2013-1 Ltd. ................... 2013 398 
Newfleet CLO 2016-1 Ltd. ....................000. 2016 351 
Mountain View CLO 2016-1 Ltd. ................... 2016 303 
Broderick CDO Wl Let@e: gcsccnse dick Geese cee wee eae nee 2005 169 
Total Structured Products ................... $3,903 


Our Investment Management, Administration and Shareholder Services 


Our investment management, administration and shareholder service fees earned in each of the last three 
years were as follows: 


Years Ended December 31, 

(in thousands) 2019 2018 2017 (1) 
Open-end Mids. s..3. 602 kart nie td baddies Hewlin dac $229,637 $231,175 $175,260 
Closed-end funds ........ 0.0... ccc cece eee ee eee eee nees 42,199 41,455 44,687 
Retail separate accounts ..... 0.0... 0c eee ee eee 82,999 73,532 54,252 
Institutional accounts ..... 0.0... eee eee 96,429 T7,711 46,600 
Structured products 1.2... 0... 0c eects 6,381 9,622 6,302 
Other products (2). ...ccv saves R ake get ties Qacd ga eeed ea ew es 3,832 3,526 3,974 
Total investment management fees 461,477 437,021 331,075 
Administfatton Tees | iiss. c-annecshe ots a asap ee Sod Se Sete ete ewan te wens 42,009 44,503 34,413 
Shareholder service fees ....... 0... cece ee ee eee ee eee 17,875 19,111 14,583 

THOWAM! o-snges dese 3-44 octane cece etna chee ant a et tere ade Sanaa $521,361 $500,635 $380,071 


(1) Prior period amounts have not been adjusted and are reported in accordance with historical accounting under 
Accounting Standards Codification 605, Revenue Recognition. 
(2) Includes ETFs and liquidity strategies. 


Investment Management Fees 


We provide investment management services pursuant to investment management agreements through our 
affiliated investment advisers (each an “Adviser’”). With respect to our funds, the Adviser provides overall 
investment management services, pursuant to agreements with the funds that must be approved annually by the 
fund’s board of directors and that may be terminated without penalty, or automatically in certain situations, such 
as a “change in control” of the Adviser. We earn fees based on each fund’s average daily or weekly net assets 
with most fee schedules providing for rate declines or “breakpoints” as asset levels increase to certain thresholds. 
For funds managed by subadvisers, the day-to-day investment management of the fund’s portfolio is performed 
by the subadviser, which receives a management fee based on the percentage of average daily net assets in the 
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funds they subadvise or a percentage of the Adviser’s management fee. Each fund bears all expenses associated 
with its operations. In some cases, to the extent total fund expenses exceed a specified percentage of a fund’s 
average net assets, the Adviser has agreed to reimburse the funds for such excess expenses. 


For retail separate accounts and institutional accounts, investment management fees are negotiated and 
based primarily on portfolio size and complexity, individual client requests and capacity in investment strategy, 
as appropriate. In certain instances, institutional fees may include performance related fees that are based on 
relative investment returns. Generally, we are entitled to performance fees only if the returns on the related 
portfolios exceed agreed upon periodic or cumulative return targets. Fees for structured finance products, for 
which we act as the collateral manager, consist of senior, subordinated and, in certain instances, incentive 
management fees. Senior and subordinated management fees are calculated at a contractual fee rate applied 
against the end of the preceding quarter par value of the total collateral being managed with subordinated fees 
being recognized only after certain portfolio criteria are met. Incentive fees on certain of our structured products 
are typically a percentage of the excess cash flows available to holders of the subordinated notes, above a 
threshold level internal rate of return. 


Administration Fees 


We provide various administrative fund services to our open-end funds and certain of our closed-end funds. 
We earn fees based on each fund’s average daily or weekly net assets. These services include: record keeping, 
preparing and filing documents required to comply with securities laws, legal administration and compliance 
services, customer service, supervision of the activities of the funds’ service providers, tax services and treasury 
services as well as providing office space, equipment and personnel that may be necessary for managing and 
administering the business affairs of the funds. 


Shareholder Service Fees 


We provide shareholder services to our open-end mutual funds. We earn fees based on each fund’s average 
daily net assets. Shareholder services include maintaining shareholder accounts, processing shareholder 
transactions, preparing filings and performing necessary reporting, among other things. 


Our Distribution Services 


We distribute our open-end funds and ETFs principally through financial intermediaries. We have broad 
distribution access in the retail market, with distribution partners that include national and regional broker- 
dealers, independent broker-dealers and registered investment advisers, banks and insurance companies. In many 
of these firms, we have a number of products that are on preferred “recommended” lists and on fee-based 
advisory programs. Our sales efforts are supported by regional sales professionals, a national account relationship 
group and separate teams for ETFs and the retirement and insurance channels. 


Our retail separate accounts are distributed through financial intermediaries and directly to private clients by 
teams at an affiliated manager. Our institutional services are marketed through relationships with consultants as 
well as directly to clients. We target key market segments, including foundations and endowments, corporate, 
public and private pension plans, and subadvisory relationships. 


Our Broker-Dealer Services 


We operate a broker-dealer that is registered under the Securities Exchange Act of 1934, as amended (the 
“Exchange Act’), and is a member of the Financial Industry Regulatory Authority (“FINRA”). Our broker-dealer 
serves as principal underwriter and distributor of our open-end mutual funds and ETFs under sales agreements 
with unaffiliated financial intermediaries, and also markets advisory services to sponsors of retail separate 
accounts. Our broker-dealer is subject to the net capital rule of the Securities and Exchange Commission (the 
“SEC”), which is designed to enforce minimum standards regarding the general financial condition and liquidity 
of broker-dealers. 


Our Competition 


We face significant competition from a wide variety of financial institutions, including other investment 
management companies, as well as from proprietary products offered by our distribution partners such as banks, 
broker-dealers and financial planning firms. Competition in our businesses is based on several factors, including 
investment performance, fees charged, access to distribution channels, and service to financial advisers and their 
clients. Our competitors, many of which are larger than us, often offer similar products and use similar 
distribution sources, and may also offer less expensive products, have greater access to key distribution channels 
and have greater resources than we do. 


Our Regulatory Matters 


We are subject to regulation by the SEC, FINRA and other federal and state agencies and self-regulatory 
organizations. Each affiliated manager and unaffiliated subadviser is registered with the SEC under the 
Investment Advisers Act. Each open-end mutual fund, closed-end fund and ETF is registered with the SEC under 
the Investment Company Act of 1940, as amended (the “Investment Company Act’). Our off-shore funds are 
subject to regulation by the Central Bank of Ireland (the “CBI’), and the funds and each investment manager and 
sub-investment manager are also registered with the CBI. 


The financial services industry is highly regulated, and failure to comply with related laws and regulations 
can result in the revocation of registrations, the imposition of censures or fines and the suspension or expulsion 
of a firm and/or its employees from the industry. All of our U.S.-domiciled open-end mutual funds are generally 
available-for-sale and are qualified in all 50 states, Washington, D.C., Puerto Rico, Guam and the U.S. Virgin 
Islands. Our off-shore funds are sold through financial intermediaries to investors who are not citizens or 
residents of the United States. Most aspects of our investment management business, including the business of 
the unaffiliated subadvisers, are subject to various U.S. federal and state laws and regulations. 


Our officers, directors and employees may, from time to time, own securities that are also held by one or 
more of our funds. We have adopted a Code of Ethics pursuant to the provisions of the Investment Company Act 
and the Investment Advisers Act that requires the disclosure of personal securities holdings and trading activity 
by all employees on a quarterly and annual basis. Employees with investment discretion or access to investment 
decisions are subject to additional restrictions with respect to the pre-clearance of the purchase or sale of 
securities over which they have investment discretion or beneficial interest. Our Code of Ethics also imposes 
restrictions with respect to personal transactions in securities that are held, recently sold, or contemplated for 
purchase by our mutual funds, and certain transactions are restricted so as to avoid the possibility of improper use 
of information relating to the management of client accounts. 


Our Employees 


As of December 31, 2019, we had 578 full-time equivalent employees. None of our employees are 
represented by a union. 


Available Information 


Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all 
amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, as well as 
proxy statements, are available free of charge on our website located at www.virtus.com as soon as reasonably 
practicable after they are filed with, or furnished to, the SEC. Reports, proxy statements and other information 
regarding issuers that file electronically with the SEC, including our filings, are also available to the public on the 
SEC’s website at http://www.sec.gov. 


A copy of our Corporate Governance Principles, our Code of Conduct and the charters of our Audit 
Committee, Compensation Committee, Governance Committee and Risk and Finance Committee are posted on 
our website at http://ir.virtus.com under “Corporate Governance” and are available in print to any person who 
requests copies by contacting Investor Relations by email to: investor.relations @ virtus.com or by mail to Virtus 
Investment Partners, Inc., c/o Investor Relations, One Financial Plaza, Hartford, CT 06103. Information 
contained on the website is not incorporated by reference or otherwise considered part of this document. 
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Item 1A. Risk Factors. 


This section describes some of the potential risks relating to our business, such as market, liquidity, 
operational, reputation and regulatory risks. The risks described below are some of the more important factors 
that could affect our business. You should carefully consider the risks described below, together with all of the 
other information included in this Annual Report on Form 10-K, in evaluating the Company and our common 
stock. If any of the risks described below actually occur, our business, revenues, profitability, results of 
operations, financial condition, cash flows, reputation and stock price could be materially adversely affected. 


Risks Relating to Our Business 


We earn substantially all of our revenues based on assets under management, which fluctuate based on 
many factors, including market conditions, investment performance and client withdrawals. Any reduction 
in assets under management would reduce our revenues and profitability. 


The majority of our revenues are generated from asset-based fees from investment management products 
and services to individuals and institutions. Therefore, if assets under management decline, our fee revenues 
would decline, reducing profitability as certain of our expenses are fixed or have contractual terms. Assets under 
management could decline due to a variety of factors, including, but not limited to, the following: 


¢ General domestic and global economic and political conditions. Capital, equity and credit markets 
can experience substantial volatility. Changes in interest rates, the availability and cost of credit, 
inflation rates, economic uncertainty, changes in laws, trade barriers, commodity prices, currency 
exchange rates and controls, and national and international political circumstances (including wars, 
terrorist acts, pandemics and security operations) and other conditions may impact the capital, equity 
and credit markets which may impact our assets under management. Employment rates, economic 
weakness and budgetary challenges in parts of the world, the impact of the United Kingdom’s 
withdrawal from the European Union, uncertainty regarding international trade policies, regional 
turmoil in the Middle East, concern over prospects in China and emerging markets, growing debt for 
certain countries, and uncertainty about the consequences of governments withdrawing monetary 
stimulus all indicate that economic and political conditions remain unpredictable. 


If the security markets decline or experience volatility, our assets under management and our revenues 
could be negatively impacted. Changes in currency exchange rates, such as an increase in the value of 
the U.S. dollar relative to non-U.S. currencies, could result in a decrease in the U.S. dollar value of 
assets under management that are denominated in non-U.S. currencies. In addition, diminishing 
investor confidence in the markets and/or adverse market conditions could result in a decrease in 
investor risk tolerance. Such a decrease could prompt investors to reduce their rate of investment or to 
fully withdraw from markets, which could reduce our overall assets under management and have an 
adverse effect on our revenues, earnings and growth prospects. 


The volatility in the markets in the recent past has highlighted the interconnection of the global markets 
and demonstrated how the deteriorating financial condition of one institution may materially adversely 
impact the performance of other institutions. Our assets under management have exposure to many 
different industries and counterparties and may be exposed to credit, operational or other risk due to the 
default by a counterparty or client or in the event of a market failure or disruption. In the event of 
extreme circumstances, including economic, political or business crises, such as a widespread systemic 
failure in the global financial system or failures of firms that have significant obligations as 
counterparties, we may suffer significant declines in assets under management and severe liquidity or 
valuation issues. 


e Price declines in specific securities, market segments or geographic areas where those assets are 
invested. Funds and portfolios that we manage that are focused on certain geographic markets and 
industry sectors, are particularly vulnerable to political, social and economic events in those markets 
and sectors. If these markets or industries decline or experience volatility, this could have a negative 
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impact on our assets under management and our revenues. For example, certain non-U.S. markets, 
particularly emerging markets, are not as developed or as efficient as the U.S. financial markets and, as 
a result, may be less liquid, less regulated and significantly more volatile than the U.S. financial 
markets. Liquidity in such markets may be adversely impacted by factors including political or 
economic events, government policies, expropriation, volume trading limits by foreign investors, and 
social or civil unrest, etc. These factors may negatively impact the market value of an investment or 
our ability to dispose of it. 


e Any real or perceived negative absolute or relative performance. Sales and redemptions of our 
investment strategies can be affected by investment performance relative to other competing 
investment strategies or to established benchmarks. Our investment management strategies are rated, 
ranked or assessed by independent third-parties, distribution partners and industry periodicals and 
services. These assessments often influence the investment decisions of clients. If the performance or 
assessment of our investment strategies is seen as underperforming relative to peers, it could result in 
an increase in the withdrawal of assets by existing clients and the inability to attract additional 
investments from existing and new clients. Certain of our investment strategies have capacity 
constraints, as there is a limit to the number of securities available for the strategy to operate 
effectively. In those instances, we may choose to limit access to new or existing investors. 


e Changes in interest rates. Increases in interest rates from their historically low levels may adversely 
affect the net asset values of our assets under management. Furthermore, increases in interest rates may 
result in reduced prices in equity markets. Conversely, decreases in interest rates could lead to outflows 
in fixed income assets that we manage as investors seek higher yields. 


Our investment advisory agreements are subject to withdrawal, renegotiation or termination on short notice, 
which could negatively impact our business. 


Our clients include our sponsored mutual fund investors, represented by boards of directors, managed 
account program sponsors, private clients and institutional clients. Our investment management agreements with 
these clients may be terminated on short notice without penalty. As a result, there would be little impediment to 
these clients or sponsors from terminating our agreements. Our clients may renegotiate their investment 
contracts, or reduce the assets we manage for them, due to a number of reasons including, but not limited to: 
investment performance; loss of key investment personnel; a change in the client’s or third-party distributors 
decision makers; and reputational, regulatory or compliance issues. The board of directors of our sponsored 
funds may deem it to be in the best interests of a fund’s shareholders to make decisions averse to us, such as 
reducing the compensation paid to us, requesting that we subsidize fund expenses over certain thresholds, or 
imposing restrictions on our management of the fund. Under the Investment Company Act, investment advisory 
agreements automatically terminate in the event of an assignment, which may occur if, among other events, the 
Company undergoes a change in control, such as any person acquiring 25% of the voting rights of our common 
stock. If an assignment were to occur, we cannot be certain that the fund’s board of directors and its shareholders 
would approve a new investment advisory agreement. In addition, investment advisory agreements for separate 
accounts we manage may not be assigned without the consent of the client. If an assignment occurs, we cannot be 
certain that the Company will be able to obtain the necessary approvals or client consents. The withdrawal, 
renegotiation or termination of any investment management contract relating to a material portion of assets under 
management would have an adverse impact on our results of operations and financial condition. 


Any damage to our reputation could harm our business and lead to a reduction in our revenues and 
profitability. 


Maintaining a positive reputation with existing and potential clients, the investment community and other 
constituencies is critical to our success. Our reputation is vulnerable to many threats that can be difficult or 
impossible to control, and costly or impossible to remediate even if they are without merit or satisfactorily 
addressed. Our reputation may be impacted by many factors including, but not limited to: poor performance; 
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litigation; conflicts of interests; regulatory inquiries, investigations or findings; operational failures (including 
cyber breaches); intentional or unintentional misrepresentation of our products or services by us or our third party 
service providers; material weaknesses in our internal controls; or employee misconduct or rumors. Any damage 
to our reputation could impede our ability to attract and retain clients and key personnel, adversely impact 
relationships with clients, third-party distributors and other business partners, and lead to a reduction in the 
amount of our assets under management, any of which could adversely affect our results of operations and 
financial condition. 


We manage client assets under agreements that have investment guidelines or other contractual 
requirements, and any failure to comply could result in claims, losses or regulatory sanctions, which could 
negatively impact our revenues and profitability. 


The agreements under which we manage client assets often have established investment guidelines or other 
contractual requirements with which we are required to comply in providing our investment management 
services. Although we maintain various compliance procedures and other controls to prevent, detect and correct 
such errors, any failure or allegation of a failure to comply with these guidelines or other requirement could 
result in client claims, reputational damage, withdrawal of assets and potential regulatory sanctions, any of which 
could have an adverse impact on our results of operations and financial condition. 


Our indebtedness contains covenants that require annual principal repayments and other provisions that 
could adversely affect our financial position or results of operations 


We incur indebtedness for a variety of business reasons, including in relation to financing acquisitions. The 
indebtedness we incur can take many forms including, but not limited to, term loans or revolving lines of credit 
that customarily contain covenants. 


At December 31, 2019, the Company had $285.7 million of total debt outstanding, excluding debt of 
consolidated investment products (“CIP”), and $100.0 million in unused capacity on a credit facility. Under our 
credit agreement, we are required to use a portion of our cash flow to service interest and make required annual 
principal payments, which will restrict our cash flow available to pursue business growth opportunities. The 
credit agreement also contains covenants that limit our ability to return capital to shareholders. In addition, our 
indebtedness may make it more difficult for us to withstand or respond to adverse or changing business, 
regulatory and economic conditions. We cannot provide assurances that at all times in the future we will satisfy 
all such covenants or obtain any required waiver or amendment, in which event all indebtedness could become 
immediately due. Any or all of the above factors could materially adversely affect our financial position or 
results of operations. 


Our business relies on the ability to attract and retain key employees, and the loss of such employees could 
negatively affect our financial performance. 


The success of our business is dependent to a large extent on our ability to attract and retain key employees, 
such as senior executives, portfolio managers, securities analysts and sales personnel. Competition in the job 
market for these professionals is generally intense, and compensation levels in the industry are highly 
competitive. Our industry is also characterized by the movement of investment professionals among different 
firms. 


If we are unable to continue to attract and retain key employees, or if compensation costs required to attract 
and retain key employees increase, our performance, including our competitive position, could be materially 
adversely affected. Additionally, we utilize Company equity awards as part of our compensation plans and as a 
means for recruiting and retaining key employees. Declines in our stock price could result in deterioration of the 
value of equity awards granted, thus lessening the effectiveness of using stock-based awards to retain key 
employees. 
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In certain circumstances, the departure of key employees could cause higher redemption rates in certain 
strategies or the loss of certain client accounts. Any inability to retain key employees, attract qualified employees 
or replace key employees in a timely manner could lead to a reduction in the amount of our assets under 
management, which could have a material adverse effect on our revenues and profitability. In addition, there 
could be additional costs to replace, retain or attract new talent that could result in a decrease in our profitability 
and have an adverse impact on our results of operations and financial condition. 


The highly competitive nature of the asset management industry may require us to reduce our fees, or 
increase amounts paid to financial intermediaries, which could result in a reduction of our revenues and 
profitability. 


We face significant competition from a wide variety of financial institutions, including other investment 
management companies, as well as from proprietary products offered by our distribution partners such as banks, 
broker-dealers and financial planning firms. Competition in our businesses is based on several factors, including 
investment performance, fees charged, access to distribution channels and service to financial advisers. Our 
competitors, many of which are larger than we are, often offer similar products, use similar distribution sources, 
offer less expensive products, have greater access to key distribution channels, and have greater resources, 
geographic footprints and name recognition than we do. Additionally, certain products and asset classes that we 
do not currently offer, such as passive or index-based products, are increasingly popular with investors. Existing 
clients may withdraw their assets in order to invest in these products, and we may be unable to attract additional 
investments from existing and new clients, which would lead to a decline in our assets under management and 
market share. 


Our profits are highly dependent on the fees charged for our products and services. In recent years, there has 
been a trend in certain segments of our markets toward lower fees and lower-fee products, such as passive 
products. Competition could cause us to reduce the fees that we charge. In order to maintain appropriate fee 
levels in a competitive environment, we must provide clients with investment products and services they view as 
appropriate in relation to the fees charged. If our clients, including our fund boards, were to view our fees as 
being high relative to the market or the returns provided by our investment products, we may choose or be 
required to reduce our fee levels or we may experience significant redemptions in our assets under management, 
which could have an adverse impact on our results of operations and financial condition. 


We are subject to an extensive and complex regulatory environment, and changes in regulations or failure 
to comply with regulations could adversely affect our revenues and profitability. 


The investment management industry in which we operate is subject to extensive and frequently changing 
regulation and has seen increased focus in recent year. We are regulated by the SEC under the Exchange Act, the 
Investment Company Act and the Investment Advisers Act, and we are subject to regulation by the Commodities 
Futures Trading Commission under the Commodities Exchange Act. Our UCITS and advisers are subject to 
regulation by the CBI. We are also regulated by FINRA, the Department of Labor under the Employee 
Retirement Income Security Act of 1974, as amended (“ERISA”), as well as other federal and state laws and 
regulations. 


Although we spend extensive time and resources to ensure compliance with all applicable laws and 
regulations, if we fail to properly modify and update our compliance procedures in a timely manner in this 
changing and highly complex regulatory environment, we may be subject to various legal proceedings, including 
civil litigation, governmental investigations and enforcement actions that could result in fines, penalties, 
suspensions of individual employees, or limitations on particular business activities, any of which could have an 
adverse impact on our results of operations and financial condition. 
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Changes in tax laws and unanticipated tax obligations could have an adverse impact on our financial 
condition, results of operations and cash flow. 


We are subject to federal and state income and non-income based taxes in the United States. Tax authorities 
may disagree with certain positions we have taken or implement changes in tax policy, which may result in the 
assessment of additional taxes. We regularly assess the appropriateness of our tax positions and reporting. We 
cannot provide assurance, however, that we will accurately predict the outcomes of audits, and the actual 
outcomes of these audits could be unfavorable. In addition, our ability to use net operating loss carryforwards 
and other tax attributes available to us will be dependent on our ability to generate taxable income. 


We utilize unaffiliated firms in providing investment management services, and matters that have an 
adverse impact on their business, or any change in our relationships with them, could lead to a reduction in 
assets under management, which would adversely affect our revenues and profitability. 


We utilize unaffiliated subadvisers as investment managers for certain of our retail products, and we have 
licensing arrangements with unaffiliated data providers. Because we typically have no ownership interests in 
these unaffiliated firms, we do not control the business activities of such firms. Problems stemming from the 
business activities of these unaffiliated firms may negatively impact or disrupt such firms’ operations or expose 
them to disciplinary action or reputational harm. Furthermore, any such matters at these unaffiliated firms may 
have an adverse impact on our business or reputation or expose us to regulatory scrutiny, including with respect 
to our oversight of such firms. 


We periodically negotiate provisions and renewals of these relationships, and we cannot provide assurance 
that such terms will remain acceptable to us or the unaffiliated firms. These relationships can also be terminated 
upon short notice without penalty. In addition, the departure of key employees at unaffiliated subadvisers or data 
providers could cause higher redemption rates for certain assets under management and/or the loss of certain 
client accounts. An interruption or termination of unaffiliated firm relationships could affect our ability to market 
our products and result in a reduction in assets under management, which could have an adverse impact on our 
results of operations and financial condition. 


We distribute our products through intermediaries and changes in key distribution relationships could 
reduce our revenues, increase our costs and adversely affect our profitability. 


Our primary source of distribution for retail products is through intermediaries that include third-party 
financial institutions, such as: major wire houses; national, regional and independent broker-dealers and financial 
advisors; banks and financial planners; and registered investment advisers. Our success is highly dependent on 
access to these various distribution systems. These distributors are generally not contractually required to 
distribute our products and typically offer their clients various investment products and services, including 
proprietary products and services, in addition to and in competition with our products and services. While we 
compensate these intermediaries for selling our products and services pursuant to contractual agreements, we 
may not be able to retain access to these channels at all or at similar pricing. Increasing competition for these 
distribution channels could cause our distribution costs to rise, which could have a material adverse effect on our 
business, revenues and profitability. To the extent that existing or future intermediaries prefer to do business with 
our competitors, the sales of our products as well as our market share, revenues and profitability could decline. 


We and our third-party service providers rely on numerous technology systems, and any temporary business 
interruption, security breach or system failure could negatively impact our business and profitability. 


Our technology systems, and those of third-party service providers, are critical to our operations. The ability 
to consistently and reliably obtain accurate securities pricing information, process client portfolio and fund 
shareholder transactions, and provide reports and other customer service to fund shareholders and clients in other 
accounts managed by us is an essential part of our business. Any delays or inaccuracies in obtaining pricing 
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information, processing such transactions or reports, other breaches and errors, and any inadequacies in other 
customer service could result in reimbursement obligations or other liabilities or alienate customers and 
potentially give rise to claims against us. Our customer service capability, as well as our ability to obtain prompt 
and accurate securities pricing information and to process transactions and reports, is highly dependent on third- 
party service providers’ information systems. Any failure or interruption of those systems, whether resulting 
from technology or infrastructure breakdowns, defects or external causes such as fire, natural disaster, computer 
viruses, acts of terrorism or power disruptions, could result in financial loss, negatively impact our reputation and 
negatively affect our ability to do business. Although we, and our third-party service providers, have disaster 
recovery plans in place, we may nonetheless experience interruptions if a natural or man-made disaster or 
prolonged power outage were to occur, which could have an adverse impact on our results of operations and 
financial condition. 


In addition, like other companies, our computer systems are regularly subject to, and expected to continue to 
be the target of, computer viruses or other malicious codes, unauthorized access, cyber-attacks or other 
computer-related penetrations. Over time, the sophistication of cyber threats continues to increase, and any 
controls we put in place and preventative actions we take to reduce the risk of cyber incidents and protect our 
information systems may be insufficient to detect or prevent unauthorized access, cyber-attacks or other security 
breaches to our computer systems or those of third parties with whom we do business. Breach of our technology 
systems, or of those of third parties with whom we do business, through cyber-attacks or failure to manage and 
secure our technology environment could result in interruptions or malfunctions in the operations of our business, 
loss of valuable information, liability for stolen assets or information, remediation costs to repair damage caused 
by a breach, additional costs to mitigate against future incidents, and litigation costs resulting from an incident. 


We and certain of our third-party vendors receive and store personal information as well as non-public 
business information. Although we and our third-party vendors take precautions, we may still be vulnerable to 
hacking or other unauthorized use. A breach of the systems or hardware could result in unauthorized access to 
our proprietary business or client data or release of this type of data, which could subject us to legal liability or 
regulatory action under data protection and privacy laws, which may result in fines or penalties, the termination 
of existing client contracts, costly mitigation activities and harm to our reputation. The occurrence of any of these 
risk could have an adverse impact on our results of operations and financial condition. 


A relatively large percentage of our common stock is concentrated with a small number of shareholders, 
which could increase the volatility in our stock trading and affect our share price. 


A large percentage of our common stock is held by a limited number of shareholders. If our larger 
shareholders decide to liquidate their positions, it could cause significant fluctuation in the share price of our 
common stock. Public companies with a relatively concentrated level of institutional shareholders, such as we 
have, often have difficulty generating trading volume in their stock, which may increase the volatility in the price 
of our common stock. 


Civil litigation and government investigations or proceedings could adversely affect our business. 


Many aspects of our business involve substantial risks of liability, and there have been substantial 
incidences of litigation and regulatory investigations in the financial services industry in recent years, including 
customer claims as well as class action suits seeking substantial damages. From time to time, we and/or our funds 
may be named as defendants or co-defendants in lawsuits or be involved in disputes that involve the threat of 
lawsuits seeking substantial damages. We and/or our funds are also involved from time to time in governmental 
and self-regulatory organization investigations and proceedings. See Item 3. “Legal Proceedings” for further 
description of the Company’s litigation matters. 


Any lawsuits, investigations or proceedings could result in reputational damage, loss of clients and assets, 
settlements, awards, injunctions, fines, penalties, increased costs and expenses in resolving a claim, diversion of 
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employee resources and resultant financial losses. Predicting the outcome of such matters is inherently difficult, 
particularly where claims are brought on behalf of various classes of claimants or by a large number of claimants, 
when claimants seek substantial or unspecified damages, or when investigations or legal proceedings are at an 
early stage. A substantial judgment, settlement, fine or penalty could be material to our operating results or cash 
flows for a particular period, depending on our results for that period, or could cause us significant reputational 
harm, which could harm our business prospects. 


We depend to a large extent on our business relationships and our reputation to attract and retain clients. As 
a result, allegations of improper conduct by private litigants, including investors in our funds, or regulators, 
whether the ultimate outcome is favorable or unfavorable to us, as well as negative publicity and press 
speculation about us, our investment activities or the asset management industry in general, whether or not valid, 
may harm our reputation, which may be more damaging to our business than to other types of businesses. We 
may incur substantial legal expenses in defending against proceedings commenced by a client, regulatory 
authority or other private litigant. Substantial legal liability levied on us could cause significant reputational harm 
and have an adverse impact on our results of operations and financial condition. 


We have a significant portion of the Company’s assets invested in marketable securities, which exposes us 
to earnings volatility as the value of these investments fluctuate, as well as risk of capital loss. 


We use capital to seed new investment strategies and make investments to introduce new products or 
enhance distribution access of existing products. At December 31, 2019, the Company had $107.2 million of 
seed capital investments, comprising $56.7 million of marketable securities and $50.5 million of net interests in 
CIP, and $83.4 million of net investments in CLOs. These investments are in a variety of asset classes, including 
alternative, fixed income and equity strategies including first loss tranches of CLO equity. Many of these 
investments employ a long-term investment strategy and entail an optimal investment period spanning several 
years. Accordingly, during this investment period, the Company’s capital utilized in these investments may not 
be available for other corporate purposes at all or without significantly diminishing our investment return. We 
cannot provide assurance that these investments will perform as expected. Moreover, increases or decreases in 
the value of these investments will increase the volatility of our earnings, and a decline in the value of these 
investments would result in the loss of capital and have an adverse impact on our results of operations and 
financial condition. 


Our intended quarterly dividends may not be paid as intended or at all. 


The declaration, payment and determination of the amount of our quarterly dividends may change at any 
time. In making decisions regarding our quarterly dividends, we consider general economic and business 
conditions, our strategic plans and prospects, our businesses and investment opportunities, our financial condition 
and operating results, potential purchases of affiliate noncontrolling interests, working capital requirements and 
anticipated cash needs, contractual restrictions (including under the terms of our credit agreement) and 
obligations, legal, tax, regulatory and other restrictions that may have implications on the payment of 
distributions by us to our shareholders or by our subsidiaries to us, and such other factors as we may deem 
relevant. Our ability to pay dividends in excess of our current quarterly dividends is subject to restrictions under 
the terms of our credit agreement. We cannot make any assurances that any dividends will be paid. 


We may need to raise additional capital in the future, and resources may not be available to us in sufficient 
amounts or on acceptable terms, which could have an adverse impact on our business. 


Our ability to meet our future cash needs is dependent upon our ability to generate cash. Although we have 
generated sufficient cash in the past, we may not do so in the future. As of December 31, 2019, we maintained 
$221.8 million in cash and cash equivalents, $107.2 million in seed capital investments and $83.4 million of net 
investments in CLOs and had $100.0 million available under our credit facility. Also at December 31, 2019, we 
had $285.7 million in debt outstanding, excluding the notes payable of our CIP for which risk of loss to the 
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Company is limited to our $83.4 million investment in such products. See Footnote 20 of our consolidated 
financial statements for additional information on the notes payable of the CIP. Our ability to access capital 
markets efficiently depends on a number of factors, including the state of credit and equity markets, interest rates 
and credit spreads. We may need to raise capital to fund new business initiatives in the future, and financing may 
not be available to us in sufficient amounts, on acceptable terms, or at all. If we are unable to access sufficient 
capital on acceptable terms, our business could be adversely impacted. 


We have corporate governance provisions that may make an acquisition of us more difficult. 


Certain provisions of our certificate of incorporation and bylaws could discourage, delay or prevent a 
merger, acquisition or other change in control that stockholders may consider favorable, including transactions in 
which stockholders might otherwise receive a premium for their shares. These provisions also could limit the 
price that investors might be willing to pay in the future for shares of our common stock, thereby depressing the 
market price of our common stock. Stockholders who wish to participate in these transactions may not have the 
opportunity to do so. In addition, the provisions of Section 203 of the Delaware General Corporation Law also 
restrict certain business combinations with interested stockholders. 


Our insurance policies may not cover all losses and costs to which we may be exposed. 


We carry insurance in amounts and under terms that we believe are appropriate. Our insurance may not 
cover all liabilities and losses to which we may be exposed. Certain insurance coverage may not be available or 
may be prohibitively expensive in future periods. As our insurance policies come up for renewal, we may need to 
assume higher deductibles or pay higher premiums, which could have an adverse impact on our results of 
operations and financial condition. 


We have goodwill and intangible assets on our balance sheet that could become impaired. 


Our goodwill and indefinite-lived intangible assets are subject to annual impairment reviews. We also have 
definite-lived intangible assets that are subject to impairment testing if indicators of impairment are identified. A 
variety of factors could cause the carrying values to become impaired, which would adversely affect our results 
of operations. 


We may engage in significant strategic transactions that may not achieve the expected benefits or could 
expose us to additional risks. 


We regularly review, and from time to time have discussions on and engage in, potential significant 
transactions, including potential acquisitions, consolidations, joint ventures or similar transactions, some of 
which may be material. We cannot provide assurance that we will be successful in negotiating the required 
agreements, closing transactions after signing such agreements, or achieving expected financial benefits, 
including such things as revenue or cost synergies. 


Any strategic transaction may also involve a number of other risks, including additional demands on our 
staff, unanticipated problems regarding integration of operating facilities, technologies and new employees, and 
the existence of liabilities or contingencies not disclosed to, or otherwise unknown by, us prior to closing a 
transaction. In addition, any business we acquire may underperform relative to expectations or may lose 
customers or employees. 
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SPECIAL NOTE ABOUT FORWARD-LOOKING STATEMENTS 


This Annual Report on Form 10-K contains statements that are, or may be considered to be, forward- 
looking statements within the meaning of The Private Securities Litigation Reform Act of 1995, as amended, 
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, 
as amended (the “Exchange Act’). All statements that are not historical facts, including statements about our 
beliefs or expectations, are “forward-looking statements.” These statements may be identified by such forward- 
looking terminology as “expect,” “estimate,” “intent,” “plan,” “intend,” “believe,” “anticipate,” “may,” “will,” 
“should,” “could,” “continue,” “project,” “opportunity,” “predict,” “would,” “potential,” “future,” “forecast,” 
“guarantee,” “assume,” “likely,” “target” or similar statements or variations of such terms. 


99 66 99 66s 99 66 99 66 99 66 


99 66 


Our forward-looking statements are based on a series of expectations, assumptions and projections about the 
Company and the markets in which we operate, are not guarantees of future results or performance, and involve 
substantial risks and uncertainty, including assumptions and projections concerning our assets under 
management, net asset inflows and outflows, operating cash flows, business plans and ability to borrow, for all 
future periods. All forward-looking statements contained in this Annual Report on Form 10-K are as of the date 
of this Annual Report on Form 10-K only. 


We can give no assurance that such expectations or forward-looking statements will prove to be correct. 
Actual results may differ materially. We do not undertake or plan to update or revise any such forward-looking 
statements to reflect actual results, changes in plans, assumptions, estimates or projections, or other 
circumstances occurring after the date of this Annual Report on Form 10-K, even if such results, changes or 
circumstances make it clear that any forward-looking information will not be realized. If there are any future 
public statements or disclosures by us that modify or impact any of the forward-looking statements contained in 
or accompanying this Annual Report on Form 10-K, such statements or disclosures will be deemed to modify or 
supersede such statements in this Annual Report on Form 10-K. 


Our business and our forward-looking statements involve substantial known and unknown risks and 
uncertainties, including those discussed under “Risk Factors” and “Management’s Discussion and Analysis of 
Financial Condition and Results of Operations” in this Annual Report on Form 10-K, as well as the following 
risks and uncertainties resulting from: (a) any reduction in our assets under management; (b) withdrawal, 
renegotiation or termination of investment advisory agreements; (c) damage to our reputation; (d) failure to 
comply with investment guidelines or other contractual requirements; (e) inability to satisfy financial covenants 
and payments related to our indebtedness; (f) inability to attract and retain key personnel; (g) challenges from the 
competition we face in our business; (h) adverse regulatory and legal developments; (1) unfavorable changes in 
tax laws or limitations; (j) adverse developments related to unaffiliated subadvisers; (k) negative implications of 
changes in key distribution relationships; (1) interruptions in or failure to provide critical technological service by 
us or third parties; (m) volatility associated with our common stock; (n) adverse civil litigation and government 
investigations or proceedings; (0) risk of loss on our investments; (p) inability to make quarterly common stock 
dividends; (q) lack of sufficient capital on satisfactory terms; (r) losses or costs not covered by insurance; 

(s) impairment of goodwill or intangible assets; (t) inability to achieve expected acquisition-related benefits; and 
other risks and uncertainties. Any occurrence of, or any material adverse change in, one or more risk factors or 
risks and uncertainties referred to in this Annual Report on Form 10-K and our other periodic reports filed with 
the SEC could materially and adversely affect our operations, financial results, cash flows, prospects and 
liquidity. 


Certain other factors that may impact our continuing operations, prospects, financial results and liquidity, or 
that may cause actual results to differ from such forward-looking statements, are discussed or included in the 
Company’s periodic reports filed with the SEC and are available on our website at www.virtus.com under 
“Investor Relations.” You are urged to carefully consider all such factors. 
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Item 1B. Unresolved Staff Comments. 


None. 


Item 2. Properties. 


We lease our principal offices, which are located at One Financial Plaza, Hartford, CT 06103. In addition, 
we lease office space in California, Connecticut, Florida, Georgia, Illinois, Massachusetts, New Jersey and New 
York. 


Item 3. Legal Proceedings. 


The information set forth in response to Item 103 of Regulation S-K under “Legal Proceedings” is 
incorporated by reference from Part II, Item 8. “Financial Statements and Supplementary Data,” Note 12 
“Commitments and Contingencies” of this Annual Report on Form 10-K. 


Item 4. Mine Safety Disclosures. 


Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities. 


Our common stock is traded on the NASDAQ Global Market under the trading symbol “VRTS.” As of 
February 13, 2020, we had 7,723,659 shares of common stock outstanding that were held by approximately 
48,000 holders of record. 


In making decisions regarding our quarterly dividend, we consider general economic and business 
conditions, our strategic plans and prospects, our businesses and investment opportunities, our financial condition 
and operating results, working capital requirements and anticipated cash needs, contractual restrictions and 
obligations, legal, tax, regulatory and other restrictions that may have implications on the payment of 
distributions by us to our common shareholders or by our subsidiaries to us, and such other factors as we may 
deem relevant. We cannot provide any assurances that any distributions, whether quarterly or otherwise, will 
continue to be paid in the future. 


On February 3, 2020, 1,150,000 shares of mandatory convertible preferred stock (“MCPS”) converted to 
912,870 shares of the Company’s common stock. Each share of MCPS converted to 0.7938 shares of common 
stock at a conversion price of $125.97 per share, subject to customary anti-dilution adjustments. The number of 
shares of common stock issued upon conversion was determined based on the volume-weighted average price per 
share of our common stock over the 20 consecutive trading day period beginning on, and including, the 22nd 
scheduled trading day immediately preceding the mandatory conversion date. 


On February 26, 2020, our Board of Directors declared a quarterly cash dividend of $0.67 per common 
share to be paid on May 15, 2020 to shareholders of record at the close of business on April 30, 2020. 


Issuer Purchases of Equity Securities 


As of December 31, 2019, 4,180,045 shares of our common stock were authorized to be repurchased under a 
share repurchase program approved by our Board of Directors, and 252,438 shares remain available for 
repurchase. Under the terms of the program, we may repurchase shares of our common stock from time to time at 
our discretion through open market repurchases, privately negotiated transactions and/or other mechanisms, 
depending on price and prevailing market and business conditions. The program, which has no specified term, 
may be suspended or terminated at any time. 


During the year ended December 31, 2019, we repurchased a total of 372,365 common shares for 
approximately $40.0 million. The following table sets forth information regarding our share repurchases in each 
month during the quarter ended December 31, 2019: 


Total number of shares © Maximum number of 
purchased as part of shares that may yet be 


Total number of Average price publicly announced purchased under the 
Period shares purchased paid per share(1) plans or programs (2) _ plans or programs (2) 
October 1—31, 2019 ........... 7,295 $108.23 7,295 330,888 
November 1—30, 2019 ......... 45,038 $115.96 45,038 285,850 
December 1—31, 2019 ......... 33,412 $119.27 33,412 252,438 
AL OU ALS tee a4ecnana Gen aon et peahaceaeetae 85,745 85,745 


(1) Average price paid per share is calculated on a settlement basis and excludes commissions. 

(2) The share repurchases above were completed pursuant to a program announced in the fourth quarter of 2010 
and most recently expanded in December 2017. This repurchase program is not subject to an expiration 
date. 
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There were no unregistered sales of equity securities during the fourth quarter of fiscal 2019. Shares of our 
common stock purchased by participants in our Employee Stock Purchase Plan were delivered to participant 
accounts via open market purchases at fair value by the third-party administrator under the plan. We do not 
reserve shares for this plan or discount the purchase price of the shares. 


Item 6. Selected Financial Data. 


The following table sets forth our selected consolidated financial and other data at the dates and for the 
periods indicated. The selected financial data should be read in conjunction with “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” and our consolidated financial statements and the 
notes thereto appearing elsewhere in this Annual Report on Form 10-K. 


(in thousands, except per share data) 


Results of Operations 
Revenues 
Operating expenses 
Operating income (loss) 
Income tax expense (benefit) 
Net income (loss) 
Net income (loss) attributable to common 
stockholdets...: .2s.othendeptdeadesl eaten et 
Earnings (loss) per share—basic ............. 
Earnings (loss) per share—diluted 
Cash dividends declared per preferred share ... 
Cash dividends declared per common share .... 


(in thousands) 


Balance Sheet Data 

Cash and cash equivalents .................. 
Investments 
Investments of CIP 
Goodwill and other intangible assets, net 
Total assets 


Debt.2: pnsek eens ed enemies Hive de ewes 
Notes payable of CIP................0..000. 
Total liabilities 
Redeemable noncontrolling interests 
Mandatory convertible preferred stock ........ 
Total equity 


(in millions) 


Assets Under Management 
Total assets under management 
Total long-term assets under management 


Years Ended December 31, 
2019 (1) 2018 (1) 2017 (1) 2016 (2) 2015 (2) 
$ 563,246 $ 552,235 $ 425,607 $322,554 $381,977 
438,536 439,136 367,572 271,740 301,599 
124,710 113,099 58,035 50,814 80,378 
35,177 32,961 40,490 21,044 36,972 
105,508 76,080 39,939 48,763 30,671 
87,312 67,192 28,676 48,502 35,106 
12.54 9.37 4.09 6.34 3.99 
11.74 8.86 3.96 6.20 3.92 
7.25 da 7.25 — — 
2.44 2.00 1.80 1.80 1.80 
As of December 31, 
2019 (1) 2018 (1) 2017 (2) 2016 (2) 2015 (2) 
$ 221,781 $ 201,705 $ 132,150 $ 64,588 $ 87,574 
83,206 79,558 108,492 89,371 56,738 
2,030,110 1,749,568 1,597,752 489,042 522,820 
600,757 629,178 472,107 45,215 47,588 
3,204,634 2,870,535 2,590,799 824,388 859,729 
101,377 93,339 86,658 47,885 49,617 
277,839 329,184 248,320 30,000 — 
1,834,535 1,620,260 1,457,435 328,761 — 
2,454,532 2,169,187 1,981,397 465,449 276,408 
63,845 57,481 4,178 37,266 73,864 
110,843 110,843 110,843 — — 
686,257 643,867 605,224 321,673 509,457 
As of December 31, 

2019 2018 2017 2016 2015 
$ 108,904 $ 92,030 $ 90,963 $ 45,366 $ 47,385 
$ 107,726 $ 90,417 $ 88,835 $ 45,366 $ 47,385 


(1) Derived from audited consolidated financial statements included elsewhere in this Annual Report on Form 


10-K. 


(2) Derived from audited consolidated financial statements not included in this Annual Report on Form 10-K. 
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Item 7. _Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
Overview 
Our Business 


We provide investment management and related services to individuals and institutions. We use a multi- 
manager, multi-style approach, offering investment strategies from affiliated managers, each having its own 
distinct investment style, autonomous investment process and individual brand. By offering a broad array of 
products, we believe we can appeal to a greater number of investors and have offerings across market cycles and 
through changes in investor preferences. Our earnings are primarily driven by asset-based fees charged for 
services relating to these various products, including investment management, fund administration, distribution 
and shareholder services. 


We offer investment strategies for individual and institutional investors in different product structures and 
through multiple distribution channels. Our investment strategies are available in a diverse range of styles and 
disciplines, managed by a collection of differentiated investment managers. We have offerings in various asset 
classes (equity, fixed income and alternative), geographies (domestic, international and emerging) market 
capitalizations (large, mid and small), styles (growth, core and value) and investment approaches (fundamental, 
quantitative and thematic). Our retail products include open-end funds and exchange traded funds (“ETFs”) as 
well as closed-end funds and retail separate accounts. Our institutional products are offered through separate 
accounts and pooled or commingled structures to a variety of institutional clients. We also provide subadvisory 
services to other investment advisers and serve as the collateral manager for structured products. 


We distribute our open-end funds and ETFs principally through financial intermediaries. We have broad 
distribution access in the retail market, with distribution partners that include national and regional broker- 
dealers, independent broker-dealers and registered investment advisers, banks and insurance companies. In many 
of these firms, we have a number of products that are on preferred “recommended” lists and on fee-based 
advisory programs. Our sales efforts are supported by regional sales professionals, a national account relationship 
group, and separate teams for ETFs and the retirement and insurance channels. We leverage third-party 
distributors for off-shore products and in certain international jurisdictions. Our retail separate accounts are 
distributed through financial intermediaries and directly to private clients by teams at an affiliated manager. 


Our institutional services are marketed through relationships with consultants as well as directly to clients. 
We target key market segments, including foundations and endowments, corporate, public and private pension 
plans, and subadvisory relationships. 


Market Developments 


The financial markets have a significant impact on the value of our assets under management and on the 
level of our sales and flows. The capital and financial markets could experience fluctuation, volatility and 
declines as they have in the past, which could impact investment returns and asset flows among investment 
products as well as investor choices and preferences among investment products. The changes in our assets under 
management may also be affected by the factors discussed in Item 1A. “Risk Factors” of this Annual Report on 
Form 10-K. 


21 


The U.S. and global equity markets increased in value in 2019, as evidenced by increases in major indices as 
noted in the following table: 


December 31, Chasse 

Index 2019 2018 % 

MSCI World Index « .¢. cases cawidw ee bad es baw es obhe bed dee aoe band dha eas 2,358 1,884 25.2% 
Standard:&: Poor's 500 Index’... --0% es aa cnc a eee Baek se eee a ee aod A ak ek 3,231 2,507 28.9% 
Russell 2000 Index. ..2.6 ecc40 d5 Sadao s age ba ee eae he Dd na oe ede ws 1,668 1,349 23.6% 
MSCI Emerging Markets Indéx: ..c0c5 setta deed eed dob G ear ee dnd ween eee NE Oe 1,115 966 =15.4% 
Bloomberg Barclays U.S. Aggregate Bond Index .................. 000.000.0008. 2,225 2,047 8.7% 
Standard & Poor’s / LSTA Leveraged Loan Index ......... 0.0... cece eee eee ee 2,273 2,054 10.7% 


A discussion of our results of operations for the year ended December 31, 2018 compared to the year ended 
December 31, 2017 may be found in “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” in Part I, Item 7 of our Form 10-K for the fiscal year ended December 31, 2018, which 
specific discussion is incorporated herein by reference. 


Financial Highlights 


e Earnings per diluted share was $11.74 in 2019, an increase of $2.88, or 32.5%, from $8.86 per diluted 
share in 2018. 


¢ Total sales were $20.1 billion in 2019 compared with $22.8 billion in 2018. Net flows were $(0.8) 
billion in 2019 compared with $(3.7) billion in 2018. 


e Assets under management were $108.9 billion at December 31, 2019 compared to $92.0 billion at 
December 31, 2018. 


Sustainable Growth Advisers, LP 


On July 1, 2018, we completed our majority investment in Sustainable Growth Advisers, LP (the “SGA 
Acquisition’), an investment manager with $11.3 billion in assets under management at June 30, 2018. 


Assets Under Management 


At December 31, 2019, total assets under management were $108.9 billion, representing an increase of 
$16.9 billion, or 18.3%, from December 31, 2018. The increase was primarily due to positive market 
performance of $19.3 billion, partially offset by net outflows, dividend distributions on open- and closed-end 
funds and interest payments on structured products. Long-term assets under management, which exclude 
liquidity strategies, were $107.7 billion at December 31, 2019, up 19.1% from $90.4 billion at the end of the 
prior year. 


Average long-term assets under management, which exclude assets in liquidity strategies, were 
$100.5 billion for the twelve months ended December 31, 2019, an increase of $5.9 billion, or 6.2%, from 
$94.6 billion for the twelve months ended December 31, 2018. The year-over-year increase in long-term average 
assets under management was primarily due to the full year impact of the SGA Acquisition and positive market 
performance, partially offset by net outflows, dividend distributions on open- and closed-end funds and interest 
payments on structured products. 
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Investment Performance—Open End Funds 


The following table presents our open-end funds’ three-year average annual return and the corresponding 
three-year benchmark index average annual return as of December 31, 2019. Also presented with each fund is its 


three-year ranking within its Morningstar Peer Group. 


Fund Type/Name 


U.S. Retail Funds 

Equity 

Virtus KAR Small-Cap Growth Fund ..................... 
Virtus Ceredex Mid-Cap Value Equity Fund ............... 
Virtus KAR Small-Cap Core Fund ....................04. 
Virtus Ceredex Large-Cap Value Equity Fund .............. 
Virtus KAR Mid-Cap Growth Fund ...................04. 
Virtus KAR Small-Cap Value Fund ...................0.. 
Virtus KAR Capital Growth Fund .....................04. 
Virtus Ceredex Small-Cap Value Equity Fund .............. 
Virtus KAR Mid-Cap Core Fund .....................00. 
Virtus Rampart Equity Trend Fund ...................004. 
Virtus Rampart Sector Trend Fund ....................04. 
Virtus Rampart Enhanced Core Equity Fund ............... 
Virtus Zevenbergen Innovative Growth Stock Fund.......... 
Virtus Silvant Large-Cap Growth Stock Fund .............. 
Virtus KAR Small-Mid Cap Core Fund ................... 
Virtus Horizon Wealth Masters Fund ..................... 


Fixed Income 

Virtus Newfleet Multi-Sector Short Term Bond Fund ........ 
Virtus Seix Floating Rate High Income Fund ............... 
Virtus Newfleet Low Duration Core Plus Bond Fund......... 
Virtus Newfleet Senior Floating Rate Fund ................ 
Virtus Newfleet Multi-Sector Intermediate Bond Fund ....... 
Virtus Seix Total Return Bond Fund ...................... 
Virtus Seix Investment Grade Tax-Exempt Bond Fund ....... 
Virtus Seix High Yield Fund ...................00 ee eee 
Virtus Seix High Income Fund ......................004. 
Virtus Newfleet Tax-Exempt Bond Fund .................. 
Virtus Seix Core Bond Fund ........... 0.0.0.0. eee eee 
Virtus Newfleet Core Plus Bond Fund .................... 
Virtus Newfleet High Yield Fund ....................200. 
Virtus Seix High Grade Municipal Bond Fund .............. 
Virtus Seix Corporate Bond Fund .....................04. 
Virtus Seix U.S. Mortgage Fund ...................0..04. 


International/Global 

Virtus Vontobel Emerging Markets Opportunities Fund ...... 
Virtus KAR International Small-Cap Fund ................. 
Virtus Vontobel Foreign Opportunities Fund ............... 
Virtus Vontobel Global Opportunities Fund ................ 
Virtus KAR Emerging Markets Small-Cap Fund ............ 


Assets 


(in millions) 


Average 


Return (1) 


% 


27.98 
11.06 
22.89 
10.90 
27.73 

7.67 
21.19 

4.33 
16.17 

8.55 
10.42 
11.08 
26.90 
19.01 

N/A 

8.23 
13.32 


3.23 
3.54 
2.92 
3.26 
5.01 
3.11 
3.67 
5.89 
5.31 
4.06 
3.46 
4.91 
D7 
4.61 
4.96 
2.95 


10.88 
15.17 
14.15 
16.30 
13.60 


Three Year 


Benchmark 
Index 
Return (2) 


% 


12.49 
8.10 
8.59 
9.68 

17.36 
4.77 

20.49 
4.77 

12.06 

15.27 

15.27 

15.27 

19.89 

20.49 
N/A 

12.06 

12.49 


3.04 
4.48 
2.58 
4.48 
4.03 
4.03 
4.10 
6.45 
6.37 
4.24 
4.03 
4.03 
6.36 
4.72 
5.92 
3.25 


Lod 
9.65 
9.56 

12.44 
6.70 


Peer Group 
Percentile 
Ranking (3) 


% 


Three Year 
Benchmark Peer Group 


Assets Average Index Percentile 
Fund Type/Name (in millions) Return(1) Return(2) Ranking (3) 
% % % 

Virtus SGA Global Growth Fund .....................04. 92 19.85 12.44 5 
Virtus KAR Global Quality Dividend Fund ................ 42 9.69 10.55 N/A 
Virtus SGA International Growth Fund ................... 42 16.03 9.87 14 
Alternatives 
Virtus Duff & Phelps Real Estate Securities Fund ........... 561 8.10 8.14 51 
Virtus Duff & Phelps International Real Estate Securities 

BUDO! ya eoeacis eRe ibe ce Ree AED Paes eS weeded 255 13.79 10.76 5 
Virtus Duff & Phelps Global Infrastructure Fund ............ 108 12.37 12.12 19 
Virtus Duff & Phelps Global Real Estate Securities Fund ..... 56 11.83 8.28 17 
Virtus Aviva Multi-Strategy Target Return Fund ............ 38 0.99 1.16 80 
Virtus KAR Long/Short Equity Fund ..................... 37 N/A N/A N/A 
Asset Allocation 
Virtus Tactical Allocation Fund ............. 00.0000 e eee 621 12.66 12.36 5 
Virtus Rampart Multi-Asset Trend Fund................... 48 5.40 8.99 65 
Virtus: Herzfeld Fund): s.:4.4 202k a ttets agen cs ab dee meee ene 46 8.16 9.20 62 
Global Funds 
Virtus GF SGA Global Growth Fund ..................0.. 308 N/A N/A N/A 
Virtus GF Multi-Sector Short Duration Bond Fund .......... 62 2.81 3.26 4 
Virtus GF U.S. Small Cap Focus Fund .................... 62 24.33 8.59 2 
Virtus GF Multi-Sector Income Fund ..................04. 27 N/A N/A N/A 
Variable Insurance Funds 
Virtus KAR Capital Growth Series ....................04. 238 21.80 20.49 17 
Virtus SGA International Growth Series ................... 148 4.63 9.87 99 
Virtus Newfleet Multi-Sector Intermediate Bond Series ...... 118 4.69 4.03 54 
Virtus KAR Small-Cap Growth Series .................0.. 104 29.26 12.49 1 
Virtus Rampart Enhanced Core Equity Series .............. 97 11.30 15.27 83 
Virtus Duff & Phelps Real Estate Securities Series .......... 78 8.07 8.14 52 
Virtus KAR Small-Cap Value Series ..................0.. 77 8.00 4.77 86 
Virtus Strategic Allocation Series ............ 00.0000 0000. 77 12.60 12.36 5 
Other Funds 23.23.4400 sedans ecw hace tae tae eee es eae 59 

$42,870 


(1) Represents the average annual total return performance of the largest share class as measured by net assets 
for which performance data is available. Performance shown does not include the effect of applicable sales 
charges, if any. Had any applicable sales charges been reflected, performance would be lower than shown 
above. 

(2) Represents the average annual total return of the benchmark index. Benchmark indices are unmanaged, their 
returns do not reflect any fees, expenses or sales charges, and they are not available for direct investment. 
The Benchmark Index for each fund can be found in the respective fund’s fact sheet on our website at https:/ 
/www.virtus.com/investor-center/mutual-fund-documents. 

(3) Represents the peer ranking of the fund’s average annual total return according to Morningstar. The 
Morningstar Peer Group for each fund can be found in the respective fund’s fact sheet on our website at 
https://www.virtus.com/investor-center/mutual-fund-documents. Fund returns are reported net of fees. 


Past performance does not guarantee future results. Investment return and principal value will fluctuate so 
that shares, when redeemed, may be worth more or less than their original cost. 
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Operating Results 


In 2019, total revenues increased 2.0%, or $11.0 million, to $563.2 million from $552.2 million in 2018 
primarily due to higher revenues from an increase in average assets primarily as a result of the SGA Acquisition 
and positive market performance. Operating income increased by 10.3%, or $11.6 million, to $124.7 million in 
2019 from $113.1 million in 2018, due to the same factors causing the increase in total revenues in addition to a 
decrease in expenses. 


Assets Under Management by Product 


() 
(2) 


(3) 


The following table summarizes our assets under management by product: 


As of December 31, As of Change 
2019 vs. 

(in millions) 2019 2018 2018 % 
Open-End Funds (1) ............ 00 cece cee eens $ 42,870 $37,710 $ 5,160 13.7% 
Closed-End Funds ......... 0... 0.00. ee 6,748 5,956 792 13.3% 
Exchange Traded Funds ............ 0.000: e ee ee eee 1,156 668 488 73.2% 
Retail Separate Accounts ....... 0.0.0.0 e eee eee eee 20,414 14,998 5,416 36.1% 
Institutional Accounts ........ 0.0.00. eee 32,635 27,445 5,190 18.9% 
Structured Products ........ 0.0... 0c cece eee ee ees 3,903 3,640 263 7.2% 

Total Long Venn: sce. cisscean ee bak wae wae Pewee 107,726 90,417 17,309 19.1% 
Liquidity (2): cca0% pees, ected. bab 4d bee eae os 1,178 1,613 (435) (26.9)% 
Total Assets Under Management.................... $108,904 $92,030 $16,874 18.3% 
Average Long-Term Assets Under Management (3) .... $100,472 $94,567 $ 5,905 6.2% 
Average Assets Under Management (3) .............. $102,072 $96,278  $ 5,794 6.0% 


Represents assets under management of U.S. retail funds, offshore funds and variable insurance funds. 
Represents assets under management in liquidity strategies, including certain open-end funds and 


institutional accounts. 
Averages are calculated as follows: 
- Funds—average daily or weekly balances 


- Retail Separate Accounts—average of prior-quarter ending balances or average of month-end balances 
- Institutional Accounts and Structured Products—average of month-end balances 


The following table summarizes asset flows by product: 


Asset Flows by Product 


(in millions) 


Open-End Funds (1) 


Beginning balance 
Inflows 


Net flows 
Market performance 
Other (2) 


Ending balance 


25 


Years Ended 
December 31, 


2019 2018 


$ 37,710 $ 43,078 
10,835 14,836 
(13,029) (17,098) 


(2,194) = (2,262) 
7,536 (2,522) 
(182) (584) 


$ 42,870 $ 37,710 


Years Ended 


(in millions) 


December 31, 


_ a. 
Closed-End Funds 
Be sinning: alana: 2522.5 ce baastaca rape oletanbtecialal of top sb aeatadeay nadlaapneyectebapiiateuageeraadts eden, dreendoa Sls $ 5,956 $ 6,666 
MAT WS® . --dsdcs-doctnene ea ears Pans ayaa Hee te Sed Ae Gand) aE da Gd dole Gane rd ee ears 44 22 
UO WS re eee. f aecessenatra tote ae eee teaas beets gett aa ehaicd aeice nine Siacssns Guiaetene opsteee ee tc dete ieee — — 
INGtTOWS ssecicetan 8.5 8 heed Seaaiens Pio OD ah yd Se eee neato deb ee ed beer 44 22 
Market pertormane ig.3. 3:5 2dce geese ota deaceelaacei aera azddnee ec d-psd parade ale aig grantea a ara ace deare elena 1,116 (289) 
C01 =) ol C22 Oona an ann nm Pa (368) (443) 
Bnding balance... jes eye ee tcneed ee ivan dene Jed ce Paha d ph See ee $ 6,748 $ 5,956 
Exchange Traded Funds 
Beginning balance: 5 .dccccicimied nice eiacnd cided ath bot oodenetdeaiaeoiee dott $ 668 $ 1,039 
TRIO WS seets ooctsee- Baccano cso acd cttenc tes aeohe te an oh en ova ose sc dhe doer ap ste ac ac toe aes, 784 290 
QUO WS issdeccaceeued wiee diettested Mie ad trtindea aieotto awtnesd-s adele suahueaueabe Rona bune ane eaaerned ss (279) (342) 
INGETIOWS  tescicdes teceise dst Ghd endeicectce averaneraciog eee eres ee, doe ewes eden doh Rane ea deh 505 (52) 
Market performance: 36. cic tae ed ed eae ee ane See ee ea eae cee 90 (163) 
Other (2) 2.420055 ed oe eas ee Pads Ws we toe an gS OHO Aad a ees Hae RS (107) (156) 
Ending balances... és.0scsc40 eee bbe ag eed oe eae eee be S bee Head eee $ 1,156 $ 668 
Retail Separate Accounts 
Bésinning: balance: ccnp cco is.s.apatvees aod deen cay hea ee aoe Ronin oe beh Gide arate as MERE ES $ 14,998 $ 13,937 
NTN EL OWS sce e cdc hckend are hettsne Sek ace Sek ei ease eed Sree eee ctw Be a aoa es OR Roe el wwe Cae 3,315 3,061 
OU OWS ts: ee ek ak thoi BA BA tae stiea aati bde aeeae dO Sn ged thes Wea tthe Spee Beach aaa (1,790) (2,440) 
INGE PLOWS: ade jegeeg sarah oscar Sue otk: Soa Wied lee Sets ee ee aed Se pee Pewee Beer Son 1,525 621 
Market perforimance:,, avec. acide siecks, ieee 3 Mae wan bao bea andrea ag as Ma 4,045 (736) 
OER (2) isd. sis iaee wo ever Sac Geshe aes oe BC Baan asa orgs Golder Be dees OPA Beas ee (154) 1,176 
Ending balances. 15240 2cidsdutdebseve nde ibsa deine toutes ede we meee dea $ 20,414 $ 14,998 
Institutional Accounts 
Beginning balance ceca s ds eed ated ee eS Ped eda G Has See Ce ee aA REE Ee ee $ 27,445 $ 20,815 
WTA FLOWS ces 5a oa stesen ts, oh aes dee hove usc tanacace- tive. dues Sesariina we aelices ate aeaaee wesw he bath Renee tec hanna ce toes cece 4,777 4,144 
OuttlOWS é 055 toes nae cbad eed dent dd Se Laced ws dae a kes dou oedw a awndda (5,720) (6,543) 
INGE TIOWS! Seas, sted, coe pecs aie ee Par gnngs dike ent ea -aaie ante. 6 a ee a ARE Atos, A alone a ees (943) (2,399) 
Market performance ........ 0... cece tenet btn e eben eee 6,377 (992) 
ODER (Dragos: ncdentecis, hoses dat eears ac seeerat nsec ocapene Ris ea ga PE wees e ign e Si dt atadyed foe olga (244) ~=10,021 
Binding balance. iiss: conte otis dares ood side pera S ke legis ae Maia Bie bah da ee shee hate Base k $ 32,635 $ 27,445 
Structured Products 
Beginning balance: . 4 sosce. teaver s wseareae nine aang bh ned heats weld ie anne t bi ads Go elena $ 3,640 $ 3,299 
InfOWS' 6-63.25 be Se aea be Hho SAL Ad ee be Phe dd ee ee bee ea 389 421 
QUTHOWS jis 2-35. nei t eee te ee eee Si te eno Re A teen ws aera (98) (71) 
INGE TIO WIS sis 6 «, 0860s snsis ca, guar acandtoed lacdedbacahatget nap aahee dt cage beet aed sleaw ees ater wl aeley ante udedeaudeacandoacilaeS a 291 350 
Market pertormance 0. ccc00 bcd secede che Ree dada end den Geaw tee neat deed 173 180 
C1 ses 622 Per ne ie re Po arn oP (201) (189) 
Ending balance sin: 4.¢ hacks tiara tt eam in DS asanhia ba bea dnote ee ee eere orien eers $ 3,903 $ 3,640 
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Years Ended 


(in millions) December 31, 
a 
Total Long-Term 
Beeininimp: balances 25. 6.5554 5ag.taca ran teeloletanklocialal of top sb aeatadedy nadbaapneyectsbupiiateua degrade Geden, dr paendoaSlacsia $ 90,417 $ 88,834 
INlOWS®...6-4:.52.$2454o-n 004 Oh dsde daeNe AG ee Se hae eadte go hab bees ow daeee bead 20,144 22,774 
OVTTEF WV S cc, Sees. a eeectenata cease ea vec eee tetas gies aaateeeg eeeista Soa ner Gaeceraran deaeae 2 dees. Bee (20,916) (26,494) 
INetTlOW Ss ciesee ea then teh ow Gh 286 i) GA onde A A ee ees ee Ur deed (772) (3,720) 
Market perrormance 5.3325 ccnp esas otacdeacielaacei eae tazd unre dash marads ala aig granta dara ace duare etna 19,337 (4,522) 
Ober (2): $e. sisehs- gad 4 EE dosed Peerage day deoe-w ord edardectle aided oG-peheagdeba-adoua baeathes (1,256) 9,825 
Enditig balance:..¢ 202s bscicathsncwnack eis eennaenne ceeds LAGER Rae RRO aT eee $107,726 $ 90,417 
Liquidity (3) 
Besinninp balance: 2 .4h2cbiwd nied nie e lawned ded ath donde dened deaiaesade bats $ 1,613 $ 2,129 
1 ]/10 (>) a 622) ee aan art mae tet ae Et wT eT nen er o  aee ge ee Se T (435) (516) 
Ending balance: sc. ¢.3 i e8 bods Ste a ee bea a eek Sie AG Aid WP deh eae Cee $ 1,178 $ 1,613 
Total 
Besinning balance: tc2.5.2¢ec ara arn id oscil ead Sav aleng dae aesacaea bees bea ds dane sheen eld cee Reese $ 92,030 $ 90,963 
TnflOWS oid oe ddd We ASO Ee elds wh a4 acy aie EE SAW dank bare 4 aahandee des 20,144 22,774 
C1010 (0). ce a a (20,916) (26,494) 
NettloOWS 2.065.680.4640 brs bo ed edie OG hoe bodde eae gd den gbebeheeneaaideaen (772) (3,720) 
Market pertormane ts 4:2 cece 5.are is bee ayiciiaeh lg eee Gt o-ag ire k bein Wee detosdeaa dance Aldea Gu ake ane 19,337 (4,522) 
OMen (2) eke te 5 Bees ARS Ee Died Head Taek ah ee haw bee eee Gees (1,691) 9,309 
Ending: balan’ scxscs45s. dea wes eager a eae odeande nats ad eee ald e ee ek Dad aon aes eee $108,904 $ 92,030 


(1) Represents assets under management of U.S. retail funds, offshore funds and variable insurance funds. 

(2) Represents open-end and closed-end fund distributions net of reinvestments, the net change in assets from 
liquidity strategies and the effect on net flows from non-sales related activities such as asset acquisitions/ 
(dispositions), seed capital investments/(withdrawals), structured products reset transactions and the use of 


leverage. 
(3) Represents assets under management in liquidity strategies, including in certain open-end funds and 
institutional accounts. 


The following table summarizes our assets under management by asset class: 


December 31, Change 
2019 vs. 
(in millions) __2019 2018 2018 % 
Asset Class 
IA aoecsa cstenen ea tesa eee ennai $ 70,720 $53,297 $17,423 32.7% 
Fixed income ......0. cece cccecceceeceuceueeueceueeneens 31,186 33,425 (2,239) (6.7)% 
Alternatives (1) 2... 0... ccc eee een nee ens 5,820 3,695 2,125 57.5% 
Total Long-term, . isic2 sciee oi ee G2 aa eee Sree ea eee 107,726 90,417 17,309 19.1 % 
Tetqud i 2) no.j sony camors eyra na weeny dep oa bv endtnadad news 1,178 1,613 (435) (26.9)% 
POUAL ses cehsciestecdeaarnte ce eo terae feads aed stieuanacdtre et aeee sna sh aatesa Pea gscaeeGeaneina $108,904 $92,030 $16,874 18.3 % 


(1) Consists of real estate securities, mid-stream energy securities and master limited partnerships, options 


strategies and other. 
(2) Represents assets under management in liquidity strategies, including in certain open-end funds and 
institutional accounts. 
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Average Assets Under Management and Average Fees Earned 


The following table summarizes the average management fees earned in basis points and average assets 
under management: 


Years Ended December 31, 
Average Fee Earned Average Assets Under _ 
(expressed in basis Management 
points) (in millions) (2) 
2019 2018 2019 2018 

Products 
Open-End Funds (1) ......... 000.0 e eects 56.1 53.0 $ 40,917 $43,623 
Closed-End Funds ............ 0.00 c cece eee eee 64.7 66.0 6,524 6,283 
Exchange Traded Funds ................. 0... .0008. 22.1 17.9 1,012 985 
Retail Separate Accounts ......... 0.00. c eee eee eee 47.9 47.1 17,311 15,069 
Institutional Accounts ... 0.0.0... 0... c cee eee 31.3 32.1 30,834 24,966 
Structured: Products: s.0.485.4434540004 Fee bees 36.9 43.1 3,874 3,641 
All Long-Term Products ............ 0200000000 46.6 46.7 100,472 94,567 
ILIQuidity (3) seston, eid oes ook Rea Aeer ew 10.1 10.4 1,600 1,711 
AMI PrOGUCtS: -¢cncests pave ated ae oe Pan go Wake cB wR 46.0 46.0 $102,072 $96,278 


(1) Represents assets under management of U.S. retail funds, offshore funds and variable insurance funds. 
(2) Averages are calculated as follows: 
- Funds—average daily or weekly balances 
- Retail Separate Accounts—average of prior-quarter ending balances or average of month-end balances 
- Institutional Accounts and Structured Products—average of month-end balances 
(3) Represents assets under management in liquidity strategies, including certain open-end funds and 
institutional accounts. 


Average fees earned represent investment management fees before the impact of consolidation of 
investment products (“CIP”), divided by average net assets. Fund fees are calculated based on average daily or 
weekly net assets. Retail separate account fees are calculated based on the end of the preceding or current 
quarter’s asset values or on an average of month-end balances. Institutional account fees are calculated based on 
an average of month-end balances or current quarter’s asset values. Structured product fees are calculated based 
on a combination of the underlying cash flows and the principal value of the product. Average fees earned will 
vary based on several factors, including the asset mix and expense reimbursements to funds. 


The average fee rate earned on long-term products for 2019 decreased by 0.1 basis points compared to the 
prior year, primarily due to the impact of the lower blended fee rates of the assets from the SGA Acquisition, 
which impacted institutional accounts, and lower performance-related fees earned on our structured products, 
partially offset by changes in the underlying asset mix to higher fee earnings strategies in open-end funds. 
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Results of Operations 


Summary Financial Data 


Years Ended 
December 31, Change 
2019 vs. 

(in thousands) __ 2019 __ 2018 __ 2018 % 
Investment management fees ................... $461,477 $437,021 $ 24,456 5.6 % 
Other TEVENUe s.5. dine idd dia dd- dade beacedeba-e as 101,769 115,214 (13,445) (11.7)% 
Total FEVENUES 04 5 abe 6-50.88 Red neh Ba RES wkd 563,246 552,235 11,011 2.0 % 
Total operating expenses ............ 00.000 e eee 438,536 439,136 ___ (600) (0.1)% 
Operating income (loss) ............. 000000008 124,710 113,099 11,611 10.3 % 
Other income (expense), net ............... 0000 8,253 (23,180) 31,433 (135.6)% 
Interest income (expense), net ..............-0-. 7,722 19,122 (11,400) (59.6)% 
Income (loss) before income taxes ............... 140,685 109,041 31,644 29.0 % 
Income tax expense (benefit) .................0. 35,177 32,961 2,216 6.7 % 
Net income (loss) 2... 0.0.0.0 cece eee eee 105,508 76,080 29,428 38.7 % 
Noncontrolling interests ............ 00.0000 00 0) (9,859) (551) (9,308) 1,689.3 % 
Net Income (Loss) Attributable to Stockholders .... $ 95,649 $ 75,529 $ 20,120 26.6 % 
Preferred stockholder dividends ................. (8,337) (8,337) — —% 
Net Income (Loss) Attributable to Common 

StOGKHOIAETS vs oid che eda Dan daa ddewa dh eae 87,312 67,192 20,120 29.9 % 
Earnings (loss) per share-diluted ................ $ 11.74 $ 886 $ 2.88 32.5 % 

Revenues 
Revenues by source were as follows: 
Years Ended 
_—_ December sh ane 
2019 vs. 

(in thousands) 2019 __ 2018 2018 % 
Investment management fees 
Open-end funds: 2... axnn secede ee eens oad $229,637 $231,175 $(1,538)  (0.7)% 
Closed-end funds ........... 0.0.00: c cece eee eee 42,199 41,455 744 1.8 % 
Retail separate accounts ........ 0.0.0 eee eee eee 82,999 73,532 9,467 12.9 % 
Institutional accounts ..... 0... 0... ee eee 96,429 T7711 18,718 24.1 % 
Structured products: ...i2ciecaadve evades tases eae 6,381 9,622 (3,241)  (33.7)% 
Other products 2.0... ... ccc cece ee eee 3,832 3,526 306 8.7 % 
Total investment management fees ................. 461,477 437,021 24,456 5.6 % 
Distribution and service fees ..................... 40,898 50,715 (9,817) (19.4)% 
Administration and shareholder service fees ....... 59,884 63,614 (3,730) (5.9)% 
Other income and fees ....................0.0005 987 885 102 11.5 % 
Total: TéEVenue: 3-2 565. besiege Mad Sod bed bad Area Sure $563,246 $552,235 $11,011 2.0 % 


Investment Management Fees 


Investment management fees are earned based on a percentage of assets under management and are paid 
pursuant to the terms of the respective investment management contracts, which generally require monthly or 
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quarterly payments. Investment management fees increased by $24.5 million, or 5.6%, for the year ended 
December 31, 2019 due to a 6.0%, or $5.8 billion, increase in average assets under management, primarily as a 
result of market performance and the SGA Acquisition. 


Distribution and Service Fees 


Distribution and service fees are sales- and asset-based fees earned from open-end funds for marketing and 
distribution services. Distribution and service fees decreased by $9.8 million, or 19.4%, for the year ended 
December 31, 2019, primarily due to lower sales and average assets for open-end funds in share classes that have 
distribution and service fees. 


Administration and Shareholder Service Fees 


Administration and shareholder service fees represent fees earned for fund administration and shareholder 
services from our open-end mutual funds and certain of our closed-end funds. Fund administration and 
shareholder service fees decreased $3.7 million, or 5.9%, for the year ended December 31, 2019, primarily due to 
the decrease in average assets under management for our open-end funds. 


Other Income and Fees 


Other income and fees primarily represent contingent sales charges earned from investor redemptions of 
certain shares sold without a front-end sales charge. Other income and fees increased by an immaterial amount 
for the year ended December 31, 2019 compared to December 31, 2018. 


Operating Expenses 


Operating expenses by category were as follows: 


Years Ended 
December 31, Change 
2019 vs. 
(in thousands) 2019 2018 2018 % 
Operating expenses 
Employment expenses ...............-00-- $240,521 $238,501 $ 2,020 0.8 % 
Distribution and other asset-based expenses ... 82,099 92,441 (10,342) (11.2)% 
Other operating expenses .................. 74,363 74,853 (490) (0.7)% 
Other operating expenses of CIP ............ 4,015 3,515 500 14.2 % 
Restructuring and severance ................ 2,302 87 2,215 2,546.0 % 
Depreciation expense .................000. 4,992 4,597 395 8.6 % 
Amortization expense .................000. 30,244 25,142 5,102 20.3 % 
Total operating expenses .............00.00-000- $438,536 $439,136 $ (600) (0.1)% 


Employment Expenses 


Employment expenses consist of fixed and variable compensation and related employee benefit costs. 
Employment expenses of $240.5 million increased $2.0 million, or 0.8%, from the prior year ended 
December 31, 2018. The increase from the prior year reflected the full-year impact in 2019 from the addition of 
employees from the SGA Acquisition, partially offset by lower sales-based compensation. 


Distribution and Other Asset-Based Expenses 


Distribution and other asset-based expenses consist primarily of payments to third-party client 
intermediaries for providing services to investors in sponsored investment products. These payments are 
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primarily based on percentages of sales, assets under management or revenues. These expenses also include the 
amortization of deferred sales commissions related to up-front commissions on shares sold without a front-end 
sales charge to shareholders. The deferred sales commissions are amortized on a straight-line basis over the 
periods in which commissions are generally recovered from distribution fee revenues and contingent sales 
charges received from shareholders of the funds upon redemption of their shares. Distribution and other asset- 
based expenses decreased $10.3 million, or 11.2%, from the prior year due primarily to lower average open-end 
fund assets under management and a lower percentage of sales in share classes where we pay distribution and 
other asset-based expenses. 


Other Operating Expenses 


Other operating expenses primarily consist of investment research and technology costs, professional fees, 
travel and distribution related costs, rent and occupancy expenses, and other business costs. Other operating 
expenses decreased $0.5 million, or 0.7%, to $74.4 million for the year ended December 31, 2019 from the prior 
year primarily due to costs incurred in the prior year related to the SGA Acquisition that did not recur in the 
current year, partially offset by the inclusion of SGA’s other operating expenses for the full year in 2019. 


Other Operating Expenses of CIP 


Other operating expenses of CIP increased $0.5 million, or 14.2%, to $4.0 million for the year ended 
December 31, 2019 from the prior year primarily due to costs associated with the issuance of two new CLOs, 
partially offset by fewer consolidated mutual funds in the current year period versus the prior year period. 


Restructuring and Severance 


During the year ended December 31, 2019, we incurred $2.3 million in restructuring and severance costs 
primarily related to severance costs. 


Depreciation Expense 


Depreciation expense consists primarily of the straight-line depreciation of furniture, equipment and 
leasehold improvements. Depreciation expense increased $0.4 million, or 8.6%, to $5.0 million for the year 
ended December 31, 2019 primarily due to depreciation expense on new office space. 


Amortization Expense 


Amortization expense consists of the amortization of definite-lived intangible assets over their estimated 
useful lives. Amortization expense increased $5.1 million, or 20.3%, to $30.2 million for the year ended 
December 31, 2019 primarily due to an increase in definite lived intangible assets as a result of the SGA 
Acquisition. 


Other Income (Expense), net 


Other Income (Expense), net by category were as follows: 


Years Ended 
December 31, Change 
2019 vs. 
(in thousands) 2019 2018 2018 % 


Other Income (Expense) 
Realized and unrealized gain (loss) on investments, net... $7,044  $ (5,217) $12,261  (235.0)% 


Realized and unrealized gain (loss) of CIP, net ......... (1,202) (21,252) 20,050 (94.3)% 
Other income (expense), net ...... 2... ee eee eee 2,411 3,289 (878) (26.7)% 
Total Other Income (Expense), net ................204- $ 8,253 $(23,180) $31,433 (135.6)% 


Realized and Unrealized Gain (Loss) on Investments, net 


Realized and unrealized gain (loss) on investments, net increased for the year ended December 31, 2019 by 
$12.3 million from the prior year. The change related to realized and unrealized gains on investments in the 
current year compared to realized and unrealized losses in the prior year, is consistent with global market 
performance in the current year compared to the prior year as evidenced by changes in the S&P 500 Index and 
MSCI World Index noted earlier. 


Realized and Unrealized Gain (Loss) of CIP, net 


Realized and unrealized gain (loss) of CIP, net decreased $20.1 million from the prior year. The change 
for the current year primarily consisted of a decrease in realized and unrealized losses on the investments of CIP 
of $36.0 million, primarily due to changes in market values of leveraged loans, offset by a $15.9 million decrease 
in unrealized gains on notes payable of CIP. 


Other Income (Expense), net 


Other income (expense), net decreased during the year ended December 31, 2019 by $0.9 million, or 26.7%, 
as compared to the prior year due to lower earnings on equity method investments. 


Interest Income (Expense), net 


Interest Income (Expense), net by category were as follows: 


Years Ended 
December 31, Change 
2019 vs. 

(in thousands) 2019 2018 2018 % 
Interest Income (Expense) 
Interest expense .... 0.2.2.0... cece eee ee $(19,473) $(19,445) $ (28) 0.1 % 
Interest and dividend income .................0045 3,844 4,999 (1,155) (23.1)% 
Interest and dividend income of investments of CIP ... 115,356 98,356 17,000 17.3 % 
Interest expense of CIP .......... 0.0.0.0. 0c eee (92,005) (64,788) (27,217) 42.0% 
Total Interest Income, net ............. 0.000000 eee $ 7,722 $19,122 $11,400) (59.6)% 


Interest Expense 


Interest expense remained relatively unchanged for the year ended December 31, 2019 compared to the 
prior year. 


Interest and Dividend Income 


Interest and dividend income is earned on cash equivalents and our marketable securities. Interest and 
dividend income decreased $1.2 million, or 23.1%, in 2019 compared to the prior year primarily due to lower 
average investment balances in the current year. 


Interest and Dividend Income of Investments of CIP 


Interest and dividend income of investments of CIP increased $17.0 million, or 17.3%, compared to the 
prior year primarily due to a higher balance of investments of our CIP compared to the prior year. 
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Interest Expense of CIP 


Interest expense of CIP increased by $27.2 million, or 42.0%, compared to the prior year primarily due to 
higher average debt balances of CIP as well as $4.5 million of amortization of discounts on notes payable in the 
current year. 


Income Tax Expense 


The provision for income taxes reflected U.S. federal, state and local taxes at an estimated effective tax rate 
of 25.0% and 30.2% for 2019 and 2018, respectively. The decrease in the estimated effective tax rate for the 
current year was primarily due to the change in the valuation allowance associated with various investments held. 


Effects of Inflation 


Inflationary pressures can result in increases to our cost structure, especially to the extent that large expense 
components such as compensation are impacted. To the degree that these expense increases are not recoverable 
or cannot be counterbalanced through pricing increases due to the competitive environment, our profitability 
could be negatively impacted. In addition, the value of the assets that we manage may be negatively impacted if 
inflationary expectations result in a rising interest rate environment. Declines in the values of these assets under 
management could lead to reduced revenues as management fees are generally earned as a percent of assets 
under management. 


Liquidity and Capital Resources 
Certain Financial Data 


The following tables summarize certain financial data relating to our liquidity and capital resources: 


December 31, Change 
2019 vs. 

(in thousands) 2019 2018 2018 % 
Balance Sheet Data 
Cash and cash equivalents .................-0-005 $221,781 $201,705 $20,076 10.0% 
Investments ..... 0.0... cee ee eee ee 83,206 79,558 3,648 4.6% 
DDE scvcesccti buddies weed added enmobsied Seb eda ed baee an 277,839 329,184 (51,345) (15.6)% 
Redeemable noncontrolling interests ............... 63,845 57,481 6,364 11.1% 
Total equity .j203-042 tweeted nbs wa ak heey atead 686,257 643,867 42,390 6.6% 

Years Ended 

December 31, Change 

2019 vs. 
(in thousands) 2019 2018 2018 % 
Cash Flow Data 
Provided by (used in) 
Operating activities ............. 00.0. e eee eee $(36,723) $ (62,555) $ 25,832 (41.3)% 
Investing activities ........... 00.00. eee eee eee 4,448 (121,228) 125,676 (103.7)% 
Financing activities ......... 2... 0. cee eee eee 99,558 204,157 (104,599) (51.2)% 
Overview 


At December 31, 2019, we had $221.8 million of cash and cash equivalents and $83.2 million of 
investments, which included $61.0 million of investment securities, compared to $201.7 million of cash and cash 
equivalents and $79.6 million of investments, which included $61.3 million of investment securities at 
December 31, 2018. 
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At December 31, 2019, we had $285.7 million outstanding under our term loan maturing June 1, 2024 and 
no outstanding borrowings under our $100.0 million revolving credit facility. 


Uses of Capital 


Our main uses of capital related to operating activities include payments of annual incentive compensation, 
interest on our indebtedness, income taxes and other operating expenses, which primarily consist of investment 
research, technology costs, professional fees, distribution and occupancy costs. Annual incentive compensation, 
which is one of the largest annual operating cash expenditures, is typically paid in the first quarter of the year. In 
the first quarter of 2019 and 2018, we paid approximately $76.2 million and $74.1 million, respectively, in 
incentive compensation earned during the years ended December 31, 2018 and 2017, respectively. 


In addition to operating activities, other uses of cash could include: (a) investments in organic growth, 
including expanding our distribution efforts; (b) seeding or launching new products, including seeding funds or 
sponsoring CLO issuances; (c) principal payments on debt outstanding through scheduled amortization, excess 
cash flow payment requirements or additional paydowns; (d) dividend payments to preferred and common 
stockholders; (e) repurchases of our common stock; (f) investments in our infrastructure; (g) investments in 
inorganic growth opportunities as they arise; (h) integration costs, including restructuring and severance, related 
to potential acquisitions, if any; and (i) potential purchases of affiliate noncontrolling interests. 


Capital and Reserve Requirements 


We operate a broker-dealer subsidiary registered with the SEC that is subject to certain rules regarding 
minimum net capital. The broker-dealer is required to maintain a ratio of “aggregate indebtedness” to “net 
capital,” as defined, which may not exceed 15 to 1, and must also maintain a minimum amount of net capital. 
Failure to meet these requirements could result in adverse consequences to us, including additional reporting 
requirements, a lower required ratio of aggregate indebtedness to net capital or interruption of our business. At 
December 31, 2019, the ratio of aggregate indebtedness to net capital of our broker-dealer was below the 
maximum allowed, and net capital was significantly greater than the required minimum. 


Balance Sheet 


Cash and cash equivalents consist of cash in banks and money market fund investments. Investments consist 
primarily of investments in our sponsored funds. CIP represent investment products for which we provide 
investment management services and where we have either a controlling financial interest or we are considered 
the primary beneficiary of an investment product that is considered a variable interest entity. 


Operating Cash Flow 


Net cash used in operating activities of $36.7 million for 2019 decreased by $25.8 million from net cash 
used in operating activities of $62.6 million in 2018. The decrease was due primarily to a decrease in the net 
purchases of investments of CIP and by changes in our operating assets and liabilities and the operating assets 
and liabilities of CIP. 


Investing Cash Flow 


Cash flows from investing activities consist primarily of capital expenditures and other investing activities 
related to our business operations. Net cash provided by investing activities of $4.4 million for 2019 changed by 
$125.7 million from net cash used in investing activities of $121.2 million in 2018. The primary investing 
activities during 2019 were related to the increase in cash of $10.0 million from the consolidation of investment 
products partially offset by capital expenditures and other asset purchases of $7.6 million. The primary investing 
activity during 2018 was the $127.0 million SGA Acquisition. 
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Financing Cash Flow 


Cash flows from financing activities consist primarily of the issuance of common and preferred stock, return 
of capital (through repurchases of common shares, dividends, withholding obligations for the net share settlement 
of employee share transactions), issuance and repayment of debt by us, and CIP and contributions to 
noncontrolling interests related to CIP. Net cash provided by financing activities decreased $104.6 million to 
$99.6 million in 2019 compared to net cash provided by financing activities of $204.2 million in the prior year, 
primarily due to the issuance of debt for the SGA Acquisition in 2018. 


Credit Agreement 


The Company’s credit agreement, as amended (the “Credit Agreement’) comprises (a) $365.0 million of 
seven-year term debt (the “Term Loan”) expiring in June 2024 and (b) a $100.0 million five-year revolving credit 
facility (the “Credit Facility”) expiring in June 2022. At December 31, 2019, $285.7 million was outstanding 
under the Term Loan, and there were no outstanding borrowings under the Credit Facility. In accordance with 
Accounting Standards Codification (“ASC”) 835, Interest, the amounts outstanding under the Term Loan are 
presented in the Consolidated Balance Sheet net of related debt issuance costs, which were $7.9 million as of 
December 31, 2019. 


Contractual Obligations 


The following table summarizes our contractual obligations as of December 31, 2019: 


Payments Due 


Less Than More Than 
(in millions) Total 1 Year 1-3 Years 3-5 Years 5 Years 
Lease obligations ........ 00... eee eee eee eee $349 § 5.9 $14.9 $ 6.9 $7.2 
Term. Loan) iccas tack te code o4See tobe eae goetee 337.2 15.6 45.8 275.8 — 
Credit Facility, including commitment fee (1) ........... 0.9 0.4 0.5 —_ — 
Minimum payments on service contracts (2) ............ 17.2 9.8 6.1 1.3 — 
Total: 2 ssd0 hated atl keen E Giek deb Sadie neandceled ais $390.2 $31.7 $67.3 $284.0 $7.2 


(1) At December 31, 2019, we had $285.7 million outstanding under our Term Loan, which has a variable 
interest rate, and no amounts outstanding under our Credit Facility. Payments due are estimated based on the 
variable interest rate and commitment fee rate in effect on December 31, 2019. Debt of CIP is excluded 
from the above table as we are not obligated for these amounts. See Part II, Item 8, “Financial Statements 
and Supplementary Data,” Note 20 “Consolidation” for additional information. 

(2) Service contracts include contractual amounts that will be due to purchase goods and services to be used in 
our operations and may be canceled at earlier times than those indicated under certain conditions that may 
include termination fees. 


Affiliate noncontrolling interests that are redeemable have been excluded from the above table as there is 
significant uncertainty as to the timing and amount of any noncontrolling interest purchase in the future. 
Accordingly, future payments to purchase noncontrolling interests have been excluded from the above table, 
unless a put or call option has been exercised and a mandatory firm commitment exists for us to purchase such 
noncontrolling interests. 


The table above excludes approximately $1.2 million of unrecognized tax benefits accounted for under ASC 
70, Income Taxes, as we are unable to reasonably estimate the ultimate amount or timing of any settlement. See 
Part II, Item 8, “Financial Statements and Supplementary Data,” Note 10 “Income Taxes” for additional 
information. 
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Impact of New Accounting Standards 


For a discussion of accounting standards, see Part II, Item 8, “Financial Statements and Supplementary 
Data,” Note 2 “Summary of Significant Accounting Policies.” 


Off-Balance Sheet Arrangements 


We do not invest in any off-balance sheet vehicles that provide liquidity, capital resources, market or credit 
risk support nor do we engage in any leasing activities that expose us to any liability that is not reflected in our 
consolidated financial statements. 


Critical Accounting Policies and Estimates 


Our consolidated financial statements and the accompanying notes are prepared in accordance with 
accounting principles generally accepted in the United States of America, which requires the use of estimates. 
Actual results may vary from these estimates. Management believes the following critical accounting policies are 
important to understanding our results of operations and financial position. 


Consolidation 


The consolidated financial statements include the Company’s accounts, including our subsidiaries and 
investment products that are consolidated. Voting interest entities (““WOEs”’) are consolidated when we have a 
controlling financial interest, which is typically present when we own a majority of the voting interest in an 
entity or otherwise have the power to govern the financial and operating policies of the entity. 


We evaluate any variable interest entities (““VIEs”) in which we have a variable interest for consolidation. A 
VIE is an entity in which either (a) the equity investment at risk is not sufficient to permit the entity to finance its 
own activities without additional financial support or (b) where, as a group, the holders of the equity investment 
at risk do not possess: (i) the power, through voting or similar rights, to direct the activities that most 
significantly impact the entity’s economic performance; (ii) the obligation to absorb expected losses or the right 
to receive expected residual returns of the entity; or (iii) proportionate voting and economic interests and where 
substantially all of the entity’s activities either involve, or are conducted on behalf of, an investor with 
disproportionately fewer voting rights. If an entity has any of these characteristics, it is considered a VIE and is 
required to be consolidated by its primary beneficiary. The primary beneficiary is the entity that has both the 
power to direct the activities that most significantly impact the VIE’s economic performance and has the 
obligation to absorb losses of, or the right to receive benefits from, the VIE that could potentially be significant 
to the VIE. 


CIP includes both VOEs, primarily consisting of open-end funds in which we hold a controlling financial 
interest, and VIEs, which primarily consist of CLOs of which we are considered the primary beneficiary. The 
consolidation and deconsolidation of these investment products have no impact on net income (loss) attributable 
to stockholders. Our risk with respect to these investment products is limited to our beneficial interests in these 
products. We have no right to the benefits from, and do not bear the risks associated with, these investment 
products beyond our investments in, and fees generated from, these products. 


Noncontrolling Interests 


Noncontrolling interests include third-party investments in CIP and minority interests held in an affiliate. 


Noncontrolling interests—CIP 


Represent third-party investments in our CIP and are classified as redeemable noncontrolling interests if 
investors in those products may request withdrawal at any time. 
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Noncontrolling interests—affiliate 


Represent minority interests held in a consolidated affiliate. Minority interests held in an affiliate are subject 
to holder put rights and our call rights at established multiples of earnings before interest, taxes, depreciation and 
amortization and, as such, are considered redeemable at other than fair value. These rights are exercisable at 
pre-established intervals (between four and seven years from their issuance) or upon certain conditions such as 
retirement. The put and call rights are not legally detachable or separately exercisable and are deemed to be 
embedded in the related noncontrolling interests. We, in purchasing affiliate equity, have the option to settle in 
cash or shares of common stock and are entitled to the cash flow associated with any purchased equity. Minority 
interests held in an affiliate are generally recorded in our Consolidated Balance Sheets at estimated redemption 
value within redeemable noncontrolling interests, and changes in estimated redemption value of these interests 
are recorded in our Consolidated Statements of Operations within noncontrolling interests. 


Fair Value Measurements and Fair Value of Financial Instruments 


The Financial Accounting Standards Board (the “FASB”’) defines fair value as the price that would be 
received to sell an asset, or paid to transfer a liability, in an orderly transaction between market participants at the 
measurement date. ASC 820, Fair Value Measurement (“ASC 820”), establishes a framework for measuring fair 
value and a valuation hierarchy based upon the transparency of inputs used in the valuation of an asset or 
liability. Classification within the hierarchy is based upon the lowest level of input that is significant to the fair 
value measurement. The valuation hierarchy contains three levels as follows: 


Level | — Quoted prices for identical instruments in active markets. Level | assets and liabilities may 
include debt securities and equity securities that are traded in an active exchange market. 


Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or similar 
instruments in markets that are not active; and model-derived valuations in which all significant inputs and 
significant value drivers are observable in active markets. Level 2 inputs may include observable market 
data such as closing market prices provided by independent pricing services after considering factors such 
as the yields or prices of comparable investments of comparable quality, coupon, maturity, call rights and 
other potential prepayments, terms and type, reported transactions, indications as to values from dealers and 
general market conditions. In addition, pricing services may determine the fair value of equity securities 
traded principally in foreign markets when it has been determined that there has been a significant trend in 
the U.S. equity markets or in index futures trading. Level 2 assets and liabilities may include debt and equity 
securities, purchased loans and over-the-counter derivative contracts whose fair value is determined using a 
pricing model without significant unobservable market data inputs. 


Level 3 — Valuations derived from valuation techniques in which one or more significant inputs or 
significant value drivers are unobservable in active exchange markets. 


The following is a discussion of the valuation methodologies used for our assets measured at fair value: 


Sponsored funds represent investments in open-end, closed-end funds and ETFs for which we act as the 
investment manager. The fair value of open-end funds is determined based on their published net asset values 
and are categorized as Level |. The fair value of closed-end funds and ETFs are determined based on the official 
closing price on the exchange on which they are traded and are categorized as Level 1. 


Equity securities include securities traded on active markets and are valued at the official closing price 
(typically last sale or bid) on the exchange on which the securities are primarily traded and are categorized as 
Level 1. 


Debt securities and Investments—available for sale represent investments in CLOs for which we provide 
investment management services. The investments in collateralized loan obligations are measured at fair value 
based on independent third party valuations and are categorized as Level 2 or Level 3. The independent third 
party valuations are based on discounted cash flow analyses and comparable trade data. 
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Nonqualified retirement plan assets represent mutual funds within a nonqualified retirement plan whose fair 
value is determined based on their published net asset value and are categorized as Level 1. 


Investments of CIP represent the underlying debt and equity securities held in sponsored products that we 
consolidate. Equity securities are valued at the official closing price on the exchange on which the securities are 
traded and are categorized within Level 1. Level 2 investments include certain equity securities for which closing 
prices are not readily available or are deemed to not reflect readily available market prices and are valued using 
an independent pricing service, as well as most debt securities that are valued based on quotations received from 
independent pricing services or from dealers who make markets in such securities. Pricing services do not 
provide pricing for all securities, and therefore indicative bids from dealers, which are based on pricing models 
used by market makers in the security, are utilized, and are also included within Level 2. Level 3 investments 
include debt and equity securities that are not widely traded, are illiquid and are priced by dealers based on 
pricing models used by market makers in the security. In certain instances, fair value has been determined 
utilizing discounted cash flow analyses or single broker non-binding quotes. Depending on the nature of the 
inputs, these assets are classified as Level 1, 2 or 3 within the fair value measurement hierarchy. 


Notes payable of CIP represent notes issued by CLOs we consolidate and that are measured using the 
measurement alternative in ASC 820 for collateralized financing entities. Accordingly, the fair value of CLO 
liabilities was measured based on the fair value of CLO assets less the sum of (a) the fair value of our beneficial 
interests and (b) the carrying value of any beneficial interests that represent compensation for services. 


Cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities equal or 
approximate fair value based on the short-term nature of these instruments. Marketable securities are reflected in 
the consolidated financial statements at fair value based upon publicly quoted market prices. 


Goodwill 


As of December 31, 2019, the carrying value of goodwill was $290.4 million. Goodwill represents the 
excess of the purchase price of acquisitions over the fair value of identified net assets and liabilities acquired. We 
have determined that we have only one reporting unit for purposes of assessing the carrying value of goodwill. 
Goodwill impairment testing is performed at least annually or whenever events or changes in circumstances 
indicate that the carrying amount may not be recoverable. If we determine that the carrying value of the reporting 
unit is less than the fair value, a second step of the goodwill impairment test is performed to measure the amount 
of impairment loss, if any. We completed our annual goodwill impairment assessment as of October 31, 2019, 
and no impairment was identified. For purposes of this assessment, we considered various qualitative factors 
including, but not limited to, certain indicators of fair value (i.e., market capitalization and market multiplies for 
asset management businesses), and determined that it was more likely than not that the fair value of our reporting 
unit was greater than its carrying value. Only a significant decline in the fair value of our reporting unit would 
indicate that an impairment may exist. 


Indefinite-Lived Intangible Assets 


As of December 31, 2019, the carrying value of indefinite-lived intangible assets was $43.5 million. 
Indefinite-lived intangible assets comprise certain trade names and fund investment advisory contracts. We 
perform indefinite-lived intangible asset impairment tests annually, or more frequently, should circumstances 
change, which could reduce the fair value of indefinite-lived intangible assets below their carrying value. We 
completed our annual impairment assessment of these assets as of October 31, 2019, and no impairments were 
identified. For purposes of this assessment, we considered various qualitative factors for the investment advisory 
contracts related to the indefinite-lived intangible assets including, but not limited to, (a) the growth in assets 
under management, (b) the positive operating margins, and (c) the positive cash flows generated, and we 
determined that it was more likely than not that the fair value of indefinite-lived intangible assets was greater 
than their carrying value. Only a significant decline in the fair value of the indefinite-lived intangible assets 
would indicate that an impairment may exist. 
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Definite-Lived Intangible Assets 


As of December 31, 2019, the carrying value of definite-lived intangible assets was $266.9 million. 
Definite-lived intangible assets comprise certain fund investment advisory contracts, trade names and 
non-competition agreements. We monitor the useful lives of definite-lived intangible assets and revise the useful 
lives, if necessary, based on the circumstances. Significant judgment is required in estimating the period that 
these assets will contribute to our cash flows and the pattern over which these assets will be consumed. A change 
in the remaining useful life of any of these assets could have a significant impact on amortization expense. All 
amortization expense is calculated on a straight-line basis. Impairment testing is performed whenever events or 
changes in circumstances indicate that the carrying amount may not be recoverable. If we determine the carrying 
value of the definite-lived intangible assets is less than the sum of the undiscounted cash flows expected to result 
from the asset, we will quantify the impairment using a discounted cash flow model. 


Revenue Recognition 


Our revenues are recognized when a performance obligation is satisfied, which occurs when control of the 
services is transferred to customers. Investment management fees, distribution and service fees and 
administration and shareholder service fees are generally calculated as a percentage of average net assets of the 
investment portfolios managed. The net asset values from which investment management, distribution and 
service, and administration and shareholder service fees are calculated are variable in nature and subject to 
factors outside of our control such as additional investments, withdrawals and market performance. Because of 
this, they are considered constrained until the end of the contractual measurement period (monthly or quarterly) 
which is when asset values are generally determinable. 


Investment Management Fees 


We provide investment management services pursuant to investment management agreements through our 
affiliated investment advisers (each an “Adviser’”). Investment management services represent a series of distinct 
daily services that are performed over time. Fees earned on funds are based on each fund’s average daily or 
weekly net assets that are generally received and calculated on a monthly basis. We record management fees net 
of investment management fees paid to unaffiliated subadvisers since we consider ourselves to be an agent of the 
fund as it relates to the day-to-day investment management services performed by unaffiliated subadvisers, with 
our performance obligation being to arrange for the provision of that service and not control the specified service 
before that service is performed. Amounts paid to unaffiliated subadvisers for the years ended December 31, 
2019, 2018 and 2017 were $40.5 million, $46.7 million and $46.7 million, respectively. 


Retail separate account fees are generally based on the end of the preceding or current quarter’s asset values 
or on an average of month-end balances. Institutional account fees are generally based on an average of 
month-end balances or current quarter’s asset values. In certain instances, institutional fees may include 
performance fees that are based on relative investment returns. Fees for structured finance products, for which we 
act as the collateral manager, consist of senior, subordinated and, in certain instances, incentive management 
fees. Senior and subordinated management fees are calculated at a contractual fee rate applied against the end of 
the preceding quarter par value of the total collateral being managed with subordinated fees being recognized 
only after certain portfolio criteria are met. Incentive fees on certain of our CLOs are typically a percentage of 
the excess cash flows available to holders of the subordinated notes, above a threshold level internal rate of 
return. 


We rely on data provided to us by service providers for the pricing of our assets under management. Our 
service providers have formal valuation policies and procedures over the valuation of investments. As of 
December 31, 2019, our total assets under management by fair value hierarchy level, as defined by ASC 820 
were approximately 71.5% Level 1, 28.4% Level 2 and 0.1% Level 3. 
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Distribution and Service Fees 


Distribution and service fees are asset-based fees earned from open-end funds for distribution services. 
Depending on the fund type or share class, these fees primarily consist of an asset-based fee that is paid by the 
fund over a period of years to cover allowable sales and marketing expenses for the fund or front-end sales 
charges that are based on a percentage of the offering price. Asset-based distribution and service fees are 
primarily based on percentages of the average daily net asset value and are paid monthly pursuant to the terms of 
the respective distribution and service fee contracts. 


Distribution and service fees represent two performance obligations comprised of distribution and related 
shareholder servicing activities. Distribution services are generally satisfied upon the sale of a fund share. 
Shareholder servicing activities are generally services satisfied over time. 


We distribute our open-end funds through third-party financial intermediaries that comprise national and 
regional broker-dealers. These third-party financial intermediaries provide distribution and shareholder service 
activities on our behalf. We pass related distribution and service fees to these third-party financial intermediaries 
for these services and consider ourselves the principal in these arrangements since we have control of the 
services prior to the services being transferred to the customer. These payments are classified within distribution 
and other asset-based expenses. 


Administration & Shareholder Service Fees 


We provide administrative fund services to our open-end funds and certain of our closed-end funds and 
shareholder services to our open-end funds. Administration and shareholder services are performed over time. 
We earn fees for these services, which are calculated and paid monthly, based on each fund’s average daily or 
weekly net assets. Administrative fund services include: record keeping, preparing and filing documents required 
to comply with securities laws, legal administration and compliance services, customer service, supervision of 
the activities of the funds’ service providers, tax services and treasury services. We also provide office space, 
equipment and personnel that may be necessary for managing and administering the business affairs of the funds. 
Shareholder services include maintaining shareholder accounts, processing shareholder transactions, preparing 
filings and performing necessary reporting. 


Other income and fees consist primarily of redemption income on the early redemption of certain share 
classes of mutual funds. 


Accounting for Income Taxes 


We account for income taxes in accordance with ASC 740, Income Taxes, which requires recognition of the 
amount of taxes payable or refundable for the current year, as well as deferred tax assets and liabilities for 
temporary differences between the tax basis of assets and liabilities and the reported amounts in the Consolidated 
Financial Statements. We recognize the tax benefit from an uncertain tax position only if it is more likely than 
not that the tax position will be sustained, based on the technical merits of the position. The tax benefits 
recognized are measured based on the largest benefit that has a greater than 50% likelihood of being realized 
upon ultimate settlement. We record interest and penalties related to income taxes as a component of income tax 
expense. 


Significant judgment is required in determining the provision for income taxes and, in particular, any 
valuation allowance that is recorded against our deferred tax assets. The methodology for determining the 
realizability of deferred tax assets includes consideration of taxable income in prior carryback year(s), if 
carryback is permitted under the tax law, as well as consideration of the reversal of deferred tax liabilities that are 
in the same period and jurisdiction and are of the same character as the temporary differences that gave rise to the 
deferred tax assets. Our methodology also includes estimates of future taxable income from operations, as well as 
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the expiration dates and amounts of carryforwards related to net operating losses and capital losses. These 
estimates are projected through the life of the related deferred tax assets based on assumptions that we believe to 
be reasonable and consistent with demonstrated operating results. Changes in future operating results not 
currently forecasted may have a significant impact on the realization of deferred tax assets. Valuation allowances 
are provided when it is determined that it is more likely than not that the benefit of deferred tax assets will not be 
realized. 


Loss Contingencies 


The likelihood that a loss contingency exists is evaluated using the criteria of ASC 450, Contingencies, and 
an accrued liability is recorded if the likelihood of a loss is considered both probable and reasonably estimable at 
the date of the consolidated financial statements. 


We believe that we have considered relevant circumstances that we may be currently subject to, and the 
consolidated financial statements accurately reflect our reasonable estimate of the results of our operations, 
financial condition and cash flows for the years presented. 


Item 7A. Quantitative and Qualitative Disclosures About Market Risk. 
Market Risk 


Substantially all of our revenues are derived from investment management, distribution and service, and 
administration and shareholder service fees, which are based on the market value of assets under management. 
Accordingly, a decline in the market value of assets under management would cause our revenues and income to 
decline. In addition, a decline in the market value of assets under management could cause our clients to 
withdraw their investments in favor of other investments offering higher returns or lower risk, which would 
cause our revenues and income to decline. 


We are also subject to market risk due to a decline in the market value of our investments, which consist of 
marketable securities and our net interests in CIP. The following table summarizes the impact of a 10% increase 
or decrease in the fair values of these financial instruments: 


December 31, 2019 


(in thousands) Fair Value 10% Change 
Investment Securities—Fair Value (1).............. $ 60,990 $ 6,099 
Our net interest in CIP (2) ............. 2.00002 ee 135,307 13,531 
Total Investments subject to Market Risk ......... $196,297 $19,630 


(1) Ifa 10% increase or decrease in fair values were to occur, it would result in a corresponding increase or 
decrease in our pre-tax earnings. 

(2) These represent our direct investments in investment products that are consolidated. Upon consolidation, 
these direct investments are eliminated, and the assets and liabilities of CIP are consolidated in the 
Consolidated Balance Sheet, together with a noncontrolling interest balance representing the portion of the 
CIP owned by third parties. If a 10% increase or decrease in the fair values of our direct investments in CIP 
were to occur, it would result in a corresponding increase or decrease in our pre-tax earnings. 


Interest Rate Risk 


Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates. At December 31, 2019, we were exposed to interest rate risk as a 
result of approximately $145.8 million of investments in fixed and floating rate income products, which include 
our net interests in CIP. We considered a hypothetical 100 basis point change in interest rates and determined 
that the fair value of our fixed income investments could change by an estimated $2.2 million. 
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At December 31, 2019, we had $285.7 million outstanding under our Term Loan. The applicable margin on 
amounts outstanding under the Credit Agreement is 2.50%, in the case of LIBOR-based loans, and 1.50%, in the 
case of an alternate base rate loan. In each case the applicable margin is subject to a 25 basis point reduction if 
our secured net leverage ratio (as defined in the Credit Agreement) as of the last day of the preceding fiscal 
quarter is not greater than 1.00 to 1.00, as reflected in certain financial reports required under the Credit 
Agreement. Given our borrowings are floating rate, we considered a hypothetical 100 basis point change in the 
base rate of our outstanding borrowings and determined that annual interest expense would change by an 
estimated $2.8 million, either an increase or decrease, depending on the direction of the change in the base rate. 


Item 8. _‘ Financial Statements and Supplementary Data. 


The audited consolidated financial statements, including the Report of Independent Registered Public 
Accounting Firm and the required supplementary quarterly information, required by this item are presented under 
Item 15 “Exhibits, Financial Statement Schedules” beginning on page F-1. 


Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure. 


None. 


Item 9A. Controls and Procedures. 
Evaluation of Disclosure Controls and Procedures 


We maintain disclosure controls and procedures designed to ensure that information required to be disclosed 
in reports filed or submitted under the Securities Exchange Act of 1934, as amended (the “Exchange Act’), is 
recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms and 
that such information is accumulated and communicated to management, including our Chief Executive Officer 
and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure. Any controls 
and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving 
the desired control objectives. 


Our management, with the participation of our Chief Executive Officer and our Chief Financial Officer, 
evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 
15d-15(e) of the Exchange Act) as of the end of the period covered by this Annual Report on Form 10-K. Based 
on their evaluation, our Chief Executive Officer and Chief Financial Officer concluded that the Company’s 
disclosure controls and procedures were effective at the reasonable assurance level as of December 31, 2019, the 
end of the period covered by this Annual Report on Form 10-K. 


Changes in Internal Controls over Financial Reporting 


There have been no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) or 
15d-15(f) under the Exchange Act) that occurred during the fourth quarter of fiscal 2019 that have materially 
affected, or are reasonably likely to materially affect, our internal control over financial reporting. 


Management’s Report on Internal Control over Financial Reporting 


Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, is 
responsible for establishing and maintaining adequate internal control over financial reporting, as defined in 
Rules 13a-15(f) or 15d-15(f) of the Exchange Act. Because of its inherent limitations, internal control over 
financial reporting may not prevent or detect misstatements. Projections of any evaluation of effectiveness to 
future periods are subject to the risk that controls may become inadequate because of changes in conditions, or 
that the degree of compliance with the policy or procedures may deteriorate. Under the supervision and with the 
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participation of our management, including our Chief Executive Officer and Chief Financial Officer, we have 
conducted an evaluation of the effectiveness of our internal control over financial reporting as of December 31, 
2019 based upon the /nternal Control-Integrated Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. Based on this evaluation, management, including our Chief 
Executive Officer and Chief Financial Officer, has concluded that our internal control over financial reporting 
was effective as of December 31, 2019. 


The effectiveness of our internal control over financial reporting as of December 31, 2019 has been audited 


by Deloitte & Touche LLP, our independent registered public accounting firm, as stated in their report, which is 
included in Item 15 “Exhibits, Financial Statement Schedules” of this Annual Report on Form 10-K. 


Item 9B. Other Information. 


None. 
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PART Ill 


Item 10. Directors, Executive Officers and Corporate Governance. 


Information required by this Item 10 is incorporated herein by reference to our definitive proxy statement 
for our 2020 Annual Meeting of Shareholders to be filed pursuant to Regulation 14A under the Exchange Act. 


Item 11. Executive Compensation. 


Information required by this Item 11 is incorporated herein by reference to our definitive proxy statement 
for our 2020 Annual Meeting of Shareholders to be filed pursuant to Regulation 14A under the Exchange Act. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters. 


Information required by Item 403 of Regulation S-K is incorporated herein by reference to our definitive 
proxy statement for our 2020 Annual Meeting of Shareholders to be filed pursuant to Regulation 14A under the 
Exchange Act. 


The following table sets forth information as of December 31, 2019 with respect to compensation plans 
under which shares of our common stock may be issued: 


EQUITY COMPENSATION PLAN INFORMATION 


(a) (b) (c) 
Number of Number of 
securities to be securities remaining 
issued available for future 
upon exercise of Weighted-average issuance under equity 
outstanding exercise price of compensation plans 
options, outstanding (excluding securities 
warrants options, warrants reflected 
Plan Category and rights and rights (1) in column (a)) 
Equity compensation plans approved by security 
holders (2)... 0. .cecceccuceeceeeceuceuceueeuves 535,030 $39.35 552,999 
Equity compensation plans not approved by security 
NOIGETS cooked eae ete eee eat eb het eek — — — 
POCA: a. oo podcattavpce. ae lie p abautogristace dae bear abe Bobet elgg anacbcp oan g 535,030 $39.35 552,999 


(1) The weighted-average exercise price set forth in this column is calculated excluding outstanding restricted 
stock unit awards (“RSUs”) since recipients of such awards are not required to pay an exercise price to 
receive the shares subject to these awards. 

(2) Represents 6,654 shares of common stock issuable upon the exercise of stock options and 528,376 shares of 
our common stock issuable upon the vesting of RSUs outstanding under the Company’s Omnibus Incentive 
and Equity Plan (the “Omnibus Plan’). Of the 2,820,000 maximum number of shares of our common stock 
authorized for issuance under the Omnibus Plan, 107,901 shares of common stock have been issued on a 
cumulative basis in the form of direct grants to directors. 


Item 13. Certain Relationships and Related Transactions, and Director Independence. 


Information required by this Item 13 is incorporated herein by reference to our definitive proxy statement 
for our 2020 Annual Meeting of Shareholders to be filed pursuant to Regulation 14A under the Exchange Act. 


Item 14. Principal Accounting Fees and Services. 


Information required by this Item 14 is incorporated herein by reference to our definitive proxy statement 
for our 2020 Annual Meeting of Shareholders to be filed pursuant to Regulation 14A under the Exchange Act. 
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PART IV 


Item 15. Exhibits, Financial Statement Schedules. 


(a)(1) Financial Statements: The following Report of Independent Registered Public Accounting Firm and 
Consolidated Financial Statements of Virtus are included in this Annual Report: 


Report of Independent Registered Public Accounting Firm 

Report of Independent Registered Public Accounting Firm 

Consolidated Balance Sheets as of December 31, 2019 and 2018 

Consolidated Statements of Operations for the Years Ended December 31, 2019, 2018 and 2017 


Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2019, 2018 
and 2017 


Consolidated Statements of Changes in Stockholders’ Equity for the Years Ended December 31, 
2019, 2018 and 2017 


Consolidated Statements of Cash Flows for the Years Ended December 31, 2019, 2018 and 2017 
Notes to Consolidated Financial Statements 


(a)(2) Financial Statement Schedules: 


All financial statement schedules have been omitted because the required information is either 
presented in the consolidated financial statements or the notes thereto or is not applicable or required. 


(a)(3) Exhibits: 
The following exhibits are filed herewith or incorporated herein by reference: 
Exhibit 
Number Exhibit Description 
(2) Plan of Acquisition, Reorganization, Arrangement, Liquidation or Succession 

2.1 Separation Agreement, Plan of Reorganization and Distribution by and between The Phoenix 
Companies, Inc. and the Registrant, dated as of December 18, 2008 (incorporated by reference to 
Exhibit 2.1 of the Registrant’s Amendment No. 4 to Form 10, filed December 19, 2008). 

2.2 Agreement and Plan of Merger dated as of December 16, 2016 among the Registrant, 100 Pearl 
Street 2, LLC, Lightyear Fund I, AIV-2, L.P., and RidgeWorth Holdings LLC (incorporated by 
reference to Exhibit 2.1 to the Registrant’s Current Report on Form 8-K, filed December 22, 2016). 

2.3 Securities Purchase Agreement among the Registrant, Sustainable Growth Advisers, LP (“SGA”), 
SGIA, LLC, Estancia Capital Partners, L.P. and each of the management partners of SGA named 
therein, dated as of February 1, 2018 (incorporated by reference to Exhibit 2.3 of the Registrant’s 
Annual Report on Form 10-K, filed February 27, 2018). 

(3) Articles of Incorporation and Bylaws 

3.1 Amended and Restated Certificate of Incorporation of the Registrant, dated December 18, 2008 
(incorporated by reference to Exhibit 3.1 of the Registrant’s Amendment No. 4 to Form 10, filed 
December 19, 2008). 

ep Amended and Restated Bylaws of the Registrant, as amended on February 14, 2018 (incorporated by 
reference to Exhibit 3.1 of the Registrant’s Current Report on Form 8-K, filed February 16, 2018). 

33 Certificate of Designations of Series A Non-Voting Convertible Preferred Stock and Series B Voting 


Convertible Preferred Stock of the Registrant, dated October 31, 2008 (incorporated by reference to 
Exhibit 4.2 of the Registrant’s Amendment No. 2 to Form 10, filed November 14, 2008). 
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Exhibit 
Number 


3.4 


3.5 


3.6 


(4) 
4.1 


4.2 
4.3 
(10) 
10.1 


10.2 


10.3 


10.4 


10.5* 


10.6* 


10.7* 


10.8* 


10.9* 


10.10* 


Exhibit Description 


Certificate of Amendment of the Certificate of Designations of Series A Non-Voting Convertible 
Preferred Stock and Series B Voting Convertible Preferred Stock of the Registrant (incorporated by 
reference to Exhibit 3.1 of the Registrant’s Quarterly Report on Form 10-Q, filed August 13, 2009). 


Certificate of Designations of Series C Junior Participating Preferred Stock of the Registrant, dated 
December 29, 2008 (incorporated by reference to Exhibit 3.1 of the Registrant’s Current Report on 
Form 8-K, filed January 2, 2009). 


Certificate of Designations of 7.25% Series D Mandatory Convertible Preferred Stock of the 
Registrant (incorporated by reference to Exhibit 3.1 of the Registrant’s Current Report on Form 8-K, 
filed February 1, 2017). 


Instruments Defining the Rights of Security Holders including Indentures 


Specimen 7.25% Series D Mandatory Convertible Preferred Stock Share Certificate (incorporated by 
reference to Exhibit 4.1 of the Company’s Current Report on Form 8-K, filed on February 1, 2017) 


Description of the Registrant’s 7.25% Series D Mandatory Convertible Preferred Stock 
Description of the Registrant’s Common Stock 
Material Contracts 


Transition Services Agreement by and between The Phoenix Companies, Inc. and the Registrant, 
dated as of December 18, 2008 (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Amendment No. 4 to Form 10, filed December 19, 2008). 


Tax Separation Agreement by and between The Phoenix Companies, Inc. and the Registrant, dated 
December 18, 2008 (incorporated by reference to Exhibit 10.2 of the Registrant’s Amendment No. 4 
to Form 10, filed December 19, 2008). 


Amendment to Tax Separation Agreement, dated April 8, 2009, by and between The Phoenix 
Companies, Inc. and the Registrant, dated as of December 18, 2008 (incorporated by reference to 
Exhibit 10.15 of the Registrant’s Annual Report on Form 10-K, filed April 10, 2009). 


Employee Matters Agreement by and between The Phoenix Companies, Inc. and the Registrant, 
dated December 18, 2008 (incorporated by reference to Exhibit 10.3 of the Registrant’s Amendment 
No. 4 to Form 10, filed December 19, 2008). 


Change in Control Agreement between George R. Aylward and the Registrant, effective as of 
December 31, 2008 (incorporated by reference to Exhibit 10.4 of the Registrant’s Amendment No. 4 
to Form 10, filed December 19, 2008). 


Amended and Restated Virtus Investment Partners, Inc. Omnibus Incentive and Equity Plan 
(incorporated by reference to Exhibit 10.1 of the Registrant’s Form 8-K, filed May 16, 2019). 


Virtus Investment Partners, Inc. Non-Qualified Excess Investment Plan, effective as of November 1, 
2008 (incorporated by reference to Exhibit 10.6 of the Registrant’s Amendment No. 2 to Form 10, 
filed November 14, 2008). 


First Amendment to the Virtus Investment Partners, Inc. Non-Qualified Excess Investment Plan, 
effective as of February 1, 2010 (incorporated by reference to Exhibit 10.1 of the Registrant’ s 
Quarterly Report on Form 10-Q, filed May 4, 2010). 


Virtus Investment Partners, Inc. Amended and Restated Executive Severance Allowance Plan, 
effective as of February 2, 2009 (incorporated by reference to Exhibit 10.1 of the Registrant’ s 
Current Report on Form 8-K, filed February 4, 2009). 


Form of Non-Qualified Stock Option Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.4 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


46 


Exhibit 
Number 


10.11* 


10.12* 


10.13* 


10.14* 


10.15* 


10.16* 


10.17 


10.18 


10.19 


10.20 


10.21* 


32.1 


Exhibit Description 


Form of Restricted Stock Units Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.5 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


Form of Performance Share Units Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.30 of the Registrant’s Quarterly 
Report on Form 10-Q, filed August 5, 2011). 


Form of Indemnity Agreement (incorporated by reference to Exhibit 10.4 to the Registrant’s 
Quarterly Report on Form 10-Q, filed November 4, 2009). 


Offer Letter from the Registrant to Mark S. Flynn dated December 9, 2010 (incorporated by 
reference to Exhibit 10.31 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2012). 


Confidential Executive Separation Agreement and General Release of All Claims, dated January 25, 
2019, by and between Mark S. Flynn and Virtus Investment Partners, Inc. 


Offer Letter from the Registrant to Barry M. Mandinach dated April 4, 2014 (incorporated by 
reference to Exhibit 10.1 of the Registrant’s Quarterly Report on Form 10-Q, filed May 7, 2014). 


Stock Purchase Agreement, dated October 27, 2016, between Bank of Montreal Holding Inc. and 
Virtus Investment Partners, Inc. (incorporated by reference to Exhibit 10.1 to the Registrant’s 
Current Report on Form 8-K filed October 27, 2016). 


Commitment Letter, dated as of December 16, 2016, among Barclays Bank PLC, Morgan Stanley 
Senior Funding, Inc. and Virtus Investment Partners, Inc. (incorporated by reference to Exhibit 10.1 
to the Registrant’s Current Report on Form 8-K filed December 22, 2016). 


Credit Agreement, dated as of June 1, 2017, by and among the Registrant, Morgan Stanley Senior 
Funding, Inc. as administrative agent, and the lenders party thereto (incorporated by reference to 
Exhibit 10.1 of the Registrant’s Current Report on Form 8-K, filed June 1, 2017). 


Amendment No. | to Credit Agreement with the Registrant, Morgan Stanley Senior Funding, Inc. as 
administrative agent, and the lenders party thereto (including, without limitation, the Amendment 
No. 1 Additional Term Lenders (as defined in the Amendment) to the Credit Agreement dated as of 
June 1, 2017 (incorporated by reference to Exhibit 10.1 of the Registrant’s Current Report on Form 
8-K, filed February 22, 2018). 


Form of Virtus Investment Partners, Inc. Performance Share Units Agreement (Special Integration 
Award) under the Virtus Investment Partners, Inc. Omnibus Incentive and Equity Plan (incorporated 
by reference to Exhibit 10.1 of the Registrant’s Quarterly Report on Form 10-Q, filed May 8, 2017). 


Subsidiaries of the Registrant 

Virtus Investment Partners, Inc. Subsidiaries List. 

Consents of Experts and Counsel 

Consent of Independent Registered Public Accounting Firm. 
Consent of Independent Registered Public Accounting Firm. 


Certifications of Registrant’s Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002. 


Certifications of Registrant’s Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002. 


Certifications of Registrant’s Chief Executive Officer and Chief Financial Officer pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002. 
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Exhibit 
Number Exhibit Description 
101 The following information formatted in iXBRL (Inline Extensible Business Reporting Language): 

(a) Consolidated Balance Sheets as of December 31, 2019 and December 31, 2018, (b) Consolidated 
Statements of Operations for the years ended December 31, 2019, 2018 and 2017, (c) Consolidated 
Statements of Comprehensive Income for the years ended December 31, 2019, 2018 and 2017, 
(d) Consolidated Statements of Cash Flows for the years ended December 31, 2019, 2018 and 2017, 
(e) Consolidated Statements of Changes in Stockholders’ Equity for the years ended December 31, 
2019, 2018 and 2017 and (f) Notes to Consolidated Financial Statements. 


104 Cover page Interactive Data File (embedded within the Inline XBRL document and included in 
Exhibit 101) 


* Management contract, compensatory plan or arrangement. 


The agreements and other documents filed as exhibits to this report are not intended to provide factual 
information or other disclosure other than the terms of the agreements or other documents themselves, and you 
should not rely on them for that purpose. In particular, any representations and warranties made by the Company 
in these agreements or other documents were made solely within the specific context of the relevant agreement or 
document and may not describe the actual state of affairs at the date they were made or at any other time. 


Item 16. Form 10-K Summary. 


None. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant 
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


Dated: February 27, 2020 


Virtus Investment Partners, Inc. 


By: /S/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President 
Chief Financial Officer 
(Principal Financial Officer and Principal Accounting Officer) 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by 
the following persons on behalf of the registrant and in the capacities indicated as of February 27, 2020. 


/s/ MARK C. TREANOR /s/_ GEORGE R. AYLWARD 
Mark C. Treanor George R. Aylward 
Director and Non-Executive Chairman President, Chief Executive Officer and Director 


(Principal Executive Officer) 


/S/_ PETER L. BAIN /s/_ SUSAN S. FLEMING 
Peter L. Bain Susan S. Fleming 
Director Director 
/s/_ PAUL G. GREIG /s/_ TimoTHy A. HOLT 
Paul G. Greig Timothy A. Holt 
Director Director 
/s/_ SHEILA HOODA /s/_ MELopy L. JONES 
Sheila Hooda Melody L. Jones 
Director Director 
/s/_ STEPHEN T. ZARRILLI /s/_ MICHAEL A. ANGERTHAL 
Stephen T. Zarrilli Michael A. Angerthal 
Director Chief Financial Officer 


(Principal Financial Officer and Principal Accounting Officer) 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the shareholders and the Board of Directors of Virtus Investment Partners, Inc. 


Opinions on the Financial Statements and Internal Control over Financial Reporting 


We have audited the accompanying consolidated balance sheets of Virtus Investment Partners, Inc. and 
subsidiaries (the “Company’’) as of December 31, 2019 and 2018, the related consolidated statements of 
operations, comprehensive income, changes in stockholders’ equity and cash flows, for the years ended 
December 31, 2019 and 2018, and the related notes (collectively referred to as the “financial statements”). We 
also have audited the Company’s internal control over financial reporting as of December 31, 2019, based on 
criteria established in Internal Control—Integrated Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (COSO). 


In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Company as of December 31, 2019 and 2018, and the results of its operations and its cash flows 
for the years ended December 31, 2019 and 2018, in conformity with accounting principles generally accepted in 
the United States of America (GAAP). Also, in our opinion, the Company maintained, in all material respects, 
effective internal control over financial reporting as of December 31, 2019, based on criteria established in 
Internal Control—Integrated Framework (2013) issued by COSO. 


Basis for Opinions 


The Company’s management is responsible for these financial statements, for maintaining effective internal 
control over financial reporting, and for its assessment of the effectiveness of internal control over financial 
reporting, included in the accompanying Management’s Report on Internal Control over Financial Reporting 
appearing under Item 9A. Our responsibility is to express an opinion on these financial statements and an opinion 
on the Company’s internal control over financial reporting based on our audits. We are a public accounting firm 
registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to 
be independent with respect to the Company in accordance with the U.S. federal securities laws and the 
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 


We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we 
plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of 
material misstatement, whether due to error or fraud, and whether effective internal control over financial 
reporting was maintained in all material respects. 


Our audits of the financial statements included performing procedures to assess the risks of material 
misstatement of the financial statements, whether due to error or fraud, and performing procedures to respond to 
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. Our audits also included evaluating the accounting principles used and significant 
estimates made by management, as well as evaluating the overall presentation of the financial statements. Our 
audit of internal control over financial reporting included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and 
operating effectiveness of internal control based on the assessed risk. Our audits also included performing such 
other procedures as we considered necessary in the circumstances. We believe that our audits provide a 
reasonable basis for our opinions. 


Definition and Limitations of Internal Control over Financial Reporting 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
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accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. Because of its inherent limitations, 
internal control over financial reporting may not prevent or detect misstatements. Also, projections of any 
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because 
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 


Critical Audit Matter 


The critical audit matter communicated below is a matter arising from the current-period audit of the 
financial statements that was communicated or required to be communicated to the audit committee and that 
(1) relates to accounts or disclosures that are material to the financial statements and (2) involved our especially 
challenging, subjective, or complex judgments. The communication of critical audit matters does not alter in any 
way our opinion on the financial statements, taken as a whole, and we are not, by communicating the critical 
audit matter below, providing a separate opinion on the critical audit matter or on the accounts or disclosures to 
which it relates. 


Consolidation—Consolidation of Investment Products—Refer to Notes 2 and 20 to the financial statements 
Critical Audit Matter Description 


The Company is required to consolidate investment products to which it provides investment management 
services when it (1) has a majority voting interest in an investment product that is a voting interest entity (VOE) 
or otherwise has the power to govern the financial and operating policies of the entity; or (2) it is considered the 
primary beneficiary of an investment product that is a variable interest entity (VIE). The Company is required to 
evaluate whether an investment product is a VOE or a VIE upon its initial involvement with the investment 
product, or the occurrence of a reconsideration event. This assessment involves management’s judgment and is 
determined based on a variety of factors including the capital structure of the investment product, the investment 
product’s activities, the equity investment at risk, and the proportionate voting and economic interests of the 
investors in the investment product including the Company. 


For each investment product that is considered a VIE, the Company performs a primary beneficiary analysis 
to determine if it holds a controlling financial interest in the investment product. A controlling financial interest 
is defined as (a) the power to direct the activities of a VIE that most significantly impact the VIE’s economic 
performance and (b) the obligation to absorb losses of the VIE that could potentially be significant to the VIE or 
the right to receive benefits from the VIE that could potentially be significant to the VIE. The evaluation of these 
two criteria involves judgments to analyze the governing documents of the investment product. The level of 
judgment required may vary in significance based on the complexity of the voting rights and structure economic 
interests of the investment product and the facts and circumstances of the Company’s investment. 


How the Critical Audit Matter Was Addressed in the Audit 
Our audit procedures related to testing the consolidation assessment of VIEs included the following: 


e We tested the design and operating effectiveness of controls over management’s review of the 
consolidation analysis of new or modified investment products during the year. 
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e We read the governing documents (including the collateral management agreement, preference share 
subscription agreement and credit agreement, if applicable) of each investment product to confirm that: 


e Key facts included in management’s consolidation analysis are consistent with the governing 
documents and the Company’s interests in the investment products; 


e Relevant terms impacting the consolidation analysis under GAAP were considered including the 
evaluation of whether the investment product is a VOE or VIE; 


e The Company’s assessment effectively identifies the primary beneficiary of those investment 
products considered to be VIEs through an analysis of the power to direct activities of the VIE and 
the obligation to absorb losses or the right to receive benefits from the VIE. 


e We involved specialists from our consolidation subject matter expert team to assist us in analyzing the 
appropriate application of GAAP where the accounting considerations were complex. 


/s/ DELOITTE & TOUCHE LLP 


Hartford, Connecticut 
February 27, 2020 


We have served as the Company’s auditor since 2018. 
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Report of Independent Registered Public Accounting Firm 


To the Board of Directors and Stockholders of Virtus Investment Partners, Inc. 


Opinion on the Financial Statements 


We have audited the consolidated statements of operations, of comprehensive income, of changes in 
stockholders’ equity and of cash flow of Virtus Investment Partners, Inc. and its subsidiaries (the “Company”) 
for the year ended December 31, 2017, including the related notes (collectively referred to as the “consolidated 
financial statements’’). In our opinion, the consolidated financial statements present fairly, in all material 
respects, the results of operations and cash flows of the Company for the year ended December 31, 2017 in 
conformity with accounting principles generally accepted in the United States of America. 


Basis for Opinion 


These consolidated financial statements are the responsibility of the Company’s management. Our 
responsibility is to express an opinion on the Company’s consolidated financial statements based on our audit. 
We are a public accounting firm registered with the Public Company Accounting Oversight Board (United 
States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. 
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and 
the PCAOB. 


We conducted our audit of these consolidated financial statements in accordance with the standards of the 
PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free of material misstatement, whether due to error or fraud. 


Our audit included performing procedures to assess the risks of material misstatement of the consolidated 
financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such 
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the 
consolidated financial statements. Our audit also included evaluating the accounting principles used and 
significant estimates made by management, as well as evaluating the overall presentation of the consolidated 
financial statements. We believe that our audit provides a reasonable basis for our opinion. 


/s/ PricewaterhouseCoopers LLP 
Hartford, Connecticut 

February 26, 2018, except for the change in the manner in which the Company accounts for restricted cash 
in the statement of cash flow discussed in Note 2 (not presented herein) to the consolidated financial statements 
appearing under Item 15 of the Company’s 2018 annual report on Form 10-K, as to which the date is 


February 27, 2019 


We served as the Company’s auditor from at least 1995 to 2018. We have not been able to determine the 
specific year we began serving as the auditor of the Company. 


Virtus Investment Partners, Inc. 


Consolidated Balance Sheets 
December 31, December 31, 
2019 2018 


(in thousands, except share data) 


Assets: 
Cash and cash equivalents ......... 0... cc cece cece teen eens $ 221,781 $ 201,705 
TMVESHMETIUS: oc sea. 2 dehne steer erestiararelenweee are, kd Ghee els eee sd heen Ooh beans, Srnks eee ea 83,206 79,558 
Accounts receivable: Neti is soos sgt ees eos el aogearsue Se boa js Bokdack Ged- whee wos BRO. Sub 74,132 70,047 
Assets of consolidated investment products (“CIP”) 
Cash and cash equivalents of CIP ......... 0... cece eee eee eens 99,691 52,015 
Cash pledged or on deposit of CIP... 0... 0... eee eee 467 936 
Investments’ Of: CUP +25. 4:2. 0-6 dee ansedee wtnarddeh ane GaGa awe Oe Gerdcee beer 2,030,110 1,749,568 
Other assets: OF CIP  asec.seds ic aiace sow apane lenderd ded agua aba die acends Mee ckc eesdnatone bled salies 23,612 31,057 
Furniture, equipment and leasehold improvements, net ...................0000. 18,150 20,154 
Intangibleassets; Net. 2 ia ceed ct a ealie ee ede do Soa eae eared ee ee 310,391 338,812 
GOOd Wall a ta65 ae eee ee ae Sa ues a aed Bk Rees DARA SOE DS: Che hee eels 290,366 290,366 
Deferred taxes; Net; é-é.0-i3-6-8ded MS e ee cee th ck Sate bas bbead bees 15,879 22,116 
COMMER ASSES = geo ota odes ers acey trata senrceaes eee cave tek Bre Oe ed as etd tee pete aaa: BP nae eae ge eee 36,849 14,201 
Total ASSGtS) .2.5<6ied elas hci8 Read ee Babess w ES dled regeed $3,204,634 $2,870,535 
Liabilities and Equity 
Liabilities: 
Accrued compensation and benefits .......... 2.00.0 cece cece eee ees $ 101,377 $ 93,339 
Accounts payable and accrued liabilities ..... 2.0... 0. 23,308 27,926 
Dividends payable: 2ccccc cies aed pei eee awa we ede gt 8,915 7,762 
Dede: 26.60 ee eimatecn bee hehe eo bwa Renee 4 ne phil eebaeed eke 277,839 329,184 
Other labilities:. 3.5 a -c2tsau dea cowens gh enter iea durante ease ene 2 eae es 40,507 20,010 
Liabilities of CIP 
Notes payable:of CIP e520 ce ita eede ede. aes Macute angina s 1,834,535 1,620,260 
Securities purchased payable and other liabilities of CIP ................... 168,051 70,706 
Total Ma pits: 546 e.cctees, dane sah erage be Recents Ot, be Riera dee MOR Eee SR 2,454,532 2,169,187 
Commitments and Contingencies (Note 12) 
Redeemable noncontrolling interests ..... 0.0... cece eee ee eee 63,845 57,481 
Equity: 


Equity attributable to stockholders: 
Series D mandatory convertible preferred stock, $0.01 par value, 1,150,000 shares 

authorized, issued and outstanding at December 31, 2019 and December 31, 

DOYS geese et ge a, os Sa Segeaesnee dG we oe ean deemed Sie Seo beand oe ae ae ee boo 110,843 110,843 
Common stock, $0.01 par value, 1,000,000,000 shares authorized; 10,736,887 shares 

issued and 6,809,280 shares outstanding at December 31, 2019 and 10,552,624 


shares issued and 6,997,382 shares outstanding at December 31, 2018 .......... 107 106 
Additional paid-in capital 2.0.0... eee een eens 1,199,205 1,209,805 
Retained earnings (accumulated deficit) ....... 0.0.0... cee cee ee (215,216) (310,865) 
Accumulated other comprehensive income (loss) ........... 00.0 cece ee eee eee ee 9 (731) 
Treasury stock, at cost, 3,927,607 and 3,555,242 shares at December 31, 2019 and 

December’, 2013, respectively «2 veics os ine se Sede ee aed haes Laas (419,249) (379,249) 
Total equity attributable to stockholders ........... 0... 0c eee eee eee 675,699 629,909 
Noncontrolling interests: ...¢ si004 a3 pede age Oe Bee ne dared aaa gee 10,558 13,958 
POtAN SQUIB 2s. cise ots cat nai digit yaa OS daa pale Rar abana dae Mate ie eb Bd 686,257 643,867 

Total liabilities and equity .. 02... . ee cee eee $3,204,634 $2,870,535 


The accompanying notes are an integral part of these consolidated financial statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Operations 


Years Ended December 31, 


2019 2018 2017 
(in thousands, except per share data) 
Revenues 
Investment management fees .......... 00.00. cece eect ees $461,477 $437,021 $331,075 
Distribution and service fees ..... 0.0.0... ce eee ee eee 40,898 50,715 44,322 
Administration and shareholder service fees ........... 00000 cece eee 59,884 63,614 48,996 
Other income and fees ........ 0.00. ccc cee ee ee eens _ 987 ___ 885 __ 1,214 
Total revenues: ic2ccici-b bo bs hobs we La he Sew ed oe eee ene ew as 563,246 552,235 425,607 
Operating Expenses 
Employment expenses ........ 0... cece eee eee rect e teen eteenes 240,521 238,501 191,394 
Distribution and other asset-based expenses ........... 0000 eee eee eee 82,099 92,441 71,987 
Other operating Expenses: acs a.o-24 55 as dee heath, ake gale dep as acts Rs 74,363 74,853 69,410 
Other operating expenses of consolidated investment products (“CIP”) ...... 4,015 3,515 8,531 
Restructuring and severance ........... 0c eee ete eens 2,302 87 10,580 
Depreciation: expense». 40.4% 208 ba ciae tw Ghee bade eee wid wa vee eens 4,992 4,597 3,497 
AMOTUIZALION EXPENSE. s.s.dsscdie ecg heal ae deus hs ears desde, dee ae BAe ee ea 30,244 25,142 12,173 
Total operating expenses ...... 0... . cece eee teen eens 438,536 439,136 367,572 
Operating Income (Loss) ................0 00. e cece eens 124,710 113,099 58,035 
Other Income (Expense) 
Realized and unrealized gain (loss) on investments, net .................. 7,044 (5,217) 2,973 
Realized and unrealized gain (loss) of CIP, net ............ 0.000 eee ee eee (1,202) (21,252) 13,553 
Other income (expense), Net... 6... eee ete eens 2,411 3,289 1,635 
Total other income (expense), Net ........ eee eee ee eee 8,253 _(23,180) 18,161 
Interest Income (Expense) 
INGEPESE- EXPENSE: ec cc aacee a ade Pee ek ESR epee, ROM e aha echoed dees (19,473) (19,445) (12,007) 
Interest and dividend income ........... 0.00. ccc eee eens 3,844 4,999 2,160 
Interest and dividend income of investments of CIP ...................0.. 115,356 98,356 49,323 
Interést-expense of CIP acts nessa ane baw dea se dis ears. CO adie (92,005) (64,788) (35,243) 
Total interest income (expense), Net .... 6... eee eee eee eee 1,122, 19,122 4,233 
Income (Loss) Before Income Taxes ...................0 000 cece eee 140,685 109,041 80,429 
Income tax expense (benefit)... 0.0... eee eee eens 35,177 32,961 40,490 
Net Incomeé:(LOSS) 0.5 6 eos cae oad bee kes Re HES. A ER eae dS 105,508 76,080 39,939 
Noncontrolling interests ... 0... 0... cece teen ene (9,859) (551) (2,927) 
Net Income (Loss) Attributable to Stockholders ...................... $ 95,649 $ 75,529 $ 37,012 
Preferred stockholder dividends ............ 000. e cece eee cence eens (8,337) $ (8,337) $ (8,336) 
Net Income (Loss) Attributable to Common Stockholders ............. $ 87,312 $ 67,192 $ 28,676 
Earnings (Loss) per Share-Basic ............... 0000000 c cece eens $ 1254 $ 937 $ 4.09 
Earnings (Loss) per Share-Diluted .......................00 00 e eee $11.74 $8.86 $3.96 
Weighted Average Shares Outstanding-Basic ........................ 6,963 7,174 7,013 
Weighted Average Shares Outstanding-Diluted ...................... 8,149 8,527 7,247 


The accompanying notes are an integral part of these consolidated financial statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Comprehensive Income 


Years Ended December 31, 
2019 2018 2017 
(in thousands) 
Net IncGime: (08S) 28. cas 3.22 eat ace oh ieece oy eos here enckonendraneln dd oan cee $105,508 $76,080 $39,939 


Other comprehensive income (loss), net of tax: 
Foreign currency translation adjustment, net of tax of ($5), $6 and ($4) for 


the years ended December 31, 2019, 2018 and 2017 .................. 14 (17) 12 
Unrealized gain (loss) on available-for-sale securities, net of tax of $111 
and $100 for the years ended December 31, 2018 and 2017, 
TESPECUIVELY 25h ave Sone ated e oe ob RA ee aE oe Ae Ree a ee — (292) (388) 
Other comprehensive income (loss) ........... 0.0 cece eee eee eee 14 (309) (376) 
Comprehensive income (lOSS) 2.1.0... 0... cece eee eee eens 105,522 75,771 39,563 
Comprehensive (income) loss attributable to noncontrolling interests ......... (9,859) (551) (2,927) 
Comprehensive income (loss) attributable to stockholders .................. $ 95,663 $75,220 $36,636 


The accompanying notes are an integral part of these consolidated financial statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Cash Flow 


Years Ended December 31, 


2019 
(in thousands) 
Cash Flows from Operating Activities: 
Net income (OSS): sisi: wscks.8 dasa ee hha base eH ES RA ow ROA $ 105,508 $ 
Adjustments to reconcile net income (loss) to net cash provided by 
(used in) operating activities: 
Depreciation expense, intangible asset and other 


2018 


2017 


76,080 $ 39,939 


AMOFUIZALON. 6:5: Kes. otte eb Gor oS we hae Mee Dee eae 39,643 33,426 18,329 
Stock-based compensation .......... 0.000 e eee eee eee 22,230 23,100 20,327 
Amortization of deferred commissions ................05. 2,940 3,847 2,308 
Payments of deferred commissions ................+.005- (2,097) (4,218) (2,871) 
Equity in earnings of equity method investments ........... (2,600) (3,703) (1,678) 
Realized and unrealized (gains) losses on investments, net... . (6,855) 5,736 (3,237) 
Distributions from equity method investments ............. 828 4,178 911 
Sales (purchases) of investments, net ...............000 00 9,057 4,995 20,444 
Other non-cash items, net ........ 0.0.00. — 39 345 
Deferred taxes, Me|le cos. scecos-s soacduechemyere desbewraceele Sie aed ese aS 5,982 10,429 22,835 

Changes in operating assets and liabilities: 
Accounts receivable, net and other assets ................. (1,382) 24,794 (961) 
Accrued compensation and benefits, accounts payable, accrued 
liabilities and other liabilities ...........0. 0.0.0.0 00000 (2,991) (24,714) 11,468 
Operating activities of consolidated investment products (“CIP”): 
Realized and unrealized (gains) losses on investments of CIP, 

NEb. o4 Sad gedaan Shee oes ee el anew eee Ries (106) 18,706 (14,051) 
Purchases of investments by CIP ............ 0.000 e ee eee (1,029,746) (1,106,991) (923,519) 
Sales of investments by CIP ........... 0.0.02 eee eee eee 810,749 874,279 615,565 
Net proceeds (purchases) of short term investments by CIP ... 4,402 (552) 595 
(Purchases) sales of securities sold short by CIP, net ........ 1,241 209 256 
Change in other assets of CIP... 0.0... cee eee eee 998 (628) (255) 
Change in liabilities of CIP ........... 2.0... .0 000 e eee eee 971 (1,567) 5,284 
Amortization of discount on notes payable of CIP........... 4,505 — 5,107 

Net cash provided by (used in) operating activities ...... (36,723) (62,555) (182,859) 
Cash Flows from Investing Activities: 
Capital expenditures and other asset purchases ............. (7,555) (11,717) (1,511) 
Change in cash and cash equivalents of CIP due to 

consolidation (deconsolidation), net................005. 9,980 (113) (604) 
Acquisition of business, net of cash acquired............... — (126,995) (393,446) 
Sale of available-for-sale securities .................00005 2,023 37,785 — 
Purchases of available-for-sale securities .................. — (20,188) (21,433) 

Net cash provided by (used in) investing activities ...... 4,448 (121,228) (416,994) 


Years Ended December 31, 


2019 2018 2017 
(in thousands) 
Cash Flows from Financing Activities: 
Issuance of debt ...... 2.0.0... cece eee — 105,000 260,000 
Payment of long term debt ........... 0.000. c ee eee ee eee (54,851) (23,776) (650) 
Payment of contingent consideration .....................00. —_— — (51,690) 
Payment of deferred financing costs ............ 00. e eee eee — (3,810) (15,549) 
Borrowings (repayments) on credit facility and other debt ....... —_— — (30,970) 
Repurchase of common shares .......... 0.000 e eee eee ee eens (40,000) (27,501) (7,502) 
Preferred stock dividends paid .......... 0.0.0.0 cece eee eee (8,338) (8,338) (6,253) 
Common stock dividends paid ........... 0.0.0 c eee eee eee (16,977) (14,038) (12,581) 
Proceeds from exercise of stock options ..................0-. 726 819 111 
Taxes paid related to net share settlement of restricted stock 
MINIS 325, tse cena anata seca ae Gikceces reese sears ana ao ea a vena (7,696) (6,591) (3,499) 
Proceeds from issuance of mandatory convertible preferred stock, 
net of issuance COStS .. 0... ce eee eee — — 111,004 
Proceeds from issuance of common stock, net of issuance costs .. . — — 109,487 
Net subscriptions received from (redemptions/distributions paid 
to) noncontrolling interests ...... 0.0.0... ee eee ee eee (4,685) (5,512) 30,047 
Financing activities of CIP ......... 00.0... eee eee eee 
Contributions (redemptions) of CIP 12,471 — — 
Borrowings Dy CIP" oie ca aed eareiteehargcce HAGE RES Re 414,605 857,404 474,009 
Payments on borrowings by CIP .......... 00... ee eee eee eee (195,697) (669,500) (105,500) 
Net cash provided by (used in) financing activities ......... 99,558 204,157 750,464 
Net increase (decrease) in cash and cash equivalents ................04. 67,283 20,374 150,611 
Cash, cash equivalents and restricted cash, beginning of year............. 254,656 234,282 83,671 
Cash, cash equivalents and restricted cash, end of year ...............-.. $ 321,939 $ 254,656 $ 234,282 
Supplemental Disclosure of Cash Flow Information 
Interest patd. s.c0203-c35. daccee akan puch ratetaactv ncaa ae $ 18,072 $ 11,846 $ 8,147 
Income taxes paid, net ....... 0. eee eee eee 29,062 23,800 12,149 
Supplemental Disclosure of Non-Cash Investing and Financing Activities 
Capital expenditures ..... 00... .. cece eee eee eee $ (1,791) $ 2,165 §$ 70 
Preferred stock dividends payable ..................00000005 2,084 2,084 2,084 
Common stock dividends payable ............. 0.000 e ee eee 4,562 3,849 965 
Increase (Decrease) to noncontrolling interests due to 
consolidation (deconsolidation) of CIP, net ................. (13,926) 56 (65,576) 
Stock issued for acquisition of business ...............000000 — — 21,738 
Accrued stock issuance COStS ...... 0.000 c cee eee tees — — 332 
December 31, 
2019 2018 
($ in thousands) 
Reconciliation of cash, cash equivalents and restricted cash 
Cash and cash equivalents ............. 0. c eee eee eee eee es $ 221,781 $ 201,705 
Cash of consolidated investment products ...............0 00 ee eee 99,691 52,015 
Cash pledged or on deposit of consolidated investment products ...... 467 936 
Cash, cash equivalents and restricted cash at end of year ............ $ 321,939 $ 254,656 


The accompanying notes are an integral part of these consolidated financial statements. 
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Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements 


1. Organization and Business 


29 66. 99 66 99 66 


Virtus Investment Partners, Inc. (the “Company,” “we,” “us,” “our” or “Virtus”’), a Delaware corporation, 
operates in the investment management industry through its subsidiaries. 


The Company provides investment management and related services to individuals and institutions. The 
Company’s retail investment management services are provided to individuals through products consisting of 
U.S. 1940 Act mutual funds and Undertaking for Collective Investment in Transferable Securities (“UCITS” or 
“offshore funds” and collectively, with U.S. 1940 Act mutual funds, “open-end funds”), exchange traded funds 
(“ETFs”), closed-end funds (collectively, with open-end funds and ETFs, “funds”) and retail separate accounts. 
Institutional investment management services are offered through separate accounts and pooled or commingled 
structures to a variety of institutional clients. The Company also provides subadvisory services to other 
investment advisers and serves as the collateral manager for structured products. 


2. Summary of Significant Accounting Policies 
Principles of Consolidation and Basis of Presentation 


The Company’s consolidated financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America (“GAAP”). The consolidated financial statements 
include the accounts of the Company, its subsidiaries and investment products that are consolidated. Voting 
interest entities (““VOEs’) are consolidated when the Company is considered to have a controlling financial 
interest, which is typically present when the Company owns a majority of the voting interest in an entity or 
otherwise has the power to govern the financial and operating policies of the entity. 


The Company evaluates the appropriateness of consolidation of any variable interest entity (“VIEs”) in 
which the Company has a variable interest. A VIE is an entity in which either (a) the equity investment at risk is 
not sufficient to permit the entity to finance its own activities without additional financial support or (b) where as 
a group, the holders of the equity investment at risk do not possess: (i) the power through voting or similar rights 
to direct the activities that most significantly impact the entity’s economic performance; (ii) the obligation to 
absorb expected losses or the right to receive expected residual returns of the entity; or (111) proportionate voting 
and economic interests and where substantially all of the entity’s activities either involve or are conducted on 
behalf of an investor with disproportionately fewer voting rights. If an entity has any of these characteristics, it is 
considered a VIE and is required to be consolidated by its primary beneficiary. The primary beneficiary is the 
entity that has both the power to direct the activities that most significantly impact the VIE’s economic 
performance and has the obligation to absorb losses of, or the right to receive benefits from, the VIE that could 
potentially be significant to the VIE. See Note 20 for additional information related to the consolidation of 
investment products. Intercompany accounts and transactions have been eliminated. 


Noncontrolling Interests 


Noncontrolling interests include third-party investments in consolidated investment products (“CIP”) and 
minority interests held in an affiliate. 


Noncontrolling interests—CIP 


Noncontrolling interests—CIP represent third-party investments in the Company’s CIP and are classified as 
redeemable noncontrolling interests if investors in those products may request withdrawal at any time. 
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Noncontrolling interests—affiliate 


Noncontrolling interests—affiliate represents minority interests held in a consolidated affiliate. These interests 
are subject to holder put rights and Company call rights at established multiples of earnings before interest, taxes, 
depreciation and amortization and, as such, are considered redeemable at other than fair value. The rights are 
exercisable at pre-established intervals (between four and seven years from their issuance) or upon certain 
conditions such as retirement. The put and call rights are not legally detachable or separately exercisable and are 
deemed to be embedded in the related noncontrolling interests. The Company, in purchasing affiliate equity, has the 
option to settle in cash or shares of the Company’s common stock and is entitled to the cash flow associated with 
any purchased equity. Minority interests in an affiliate are recorded at estimated redemption value within 
redeemable noncontrolling interests in the Consolidated Balance Sheets and any changes in the estimated 
redemption value are recorded in the Consolidated Statements of Operations within noncontrolling interests. 


Use of Estimates 


The preparation of the consolidated financial statements requires management to make certain estimates and 
assumptions that affect the reported amounts of assets and liabilities and the disclosures of contingent assets and 
liabilities at the dates of the consolidated financial statements and the reported amounts of revenues and expenses 
during the reporting periods. Management believes the estimates used in preparing the consolidated financial 
statements are reasonable and prudent. Actual results could differ from those estimates. 


Segment Information 


Accounting Standards Codification (“ASC”) 280, Segment Reporting, establishes disclosure requirements 
relating to operating segments in annual and interim financial statements. Operating segments are defined as 
components of an enterprise about which separate financial information is available that is regularly evaluated by 
the chief operating decision maker in deciding how to allocate resources to the segment and assess its performance. 
The Company operates in one business segment, namely as an asset manager providing investment management 
and related services for individual and institutional clients. The Company’s Chief Executive Officer is the 
Company’s chief operating decision maker. Although the Company provides disclosures regarding assets under 
management and other asset flows by product, the Company’s determination that it operates in one business 
segment is based on the fact that the same investment professionals manage both retail and institutional products, 
operational resources support multiple products, such products have the same or similar regulatory framework and 
the Company’s chief operating decision maker reviews the Company’s financial performance on a consolidated 
level. Investment managers within the Company are generally not aligned with specific product lines. 


Cash and Cash Equivalents 


Cash and cash equivalents consist of cash in banks and money market fund investments. 


Restricted Cash 


The Company considers cash and cash equivalents of CIP and cash pledged or on deposit of CIP to be 
restricted as it is not available to the Company for its general operations. 


Investments 
Investment securities—fair value 


Investment securities—fair value consist primarily of investments in the Company’s sponsored funds, 
equity securities and trading debt securities and are carried at fair value in accordance with ASC 320, 
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Investments-Debt and Equity Securities (“ASC 320”) and Topic 321, Investments-Equity Securities (“ASC 321”). 
These securities are marked to market based on the respective publicly quoted net asset values of the funds or 
market prices of the equity securities or bonds. These securities transactions are recorded on a trade date basis. 
Any unrealized appreciation or depreciation on investment securities is reported as realized and unrealized gain 
(loss) on investments in the Consolidated Statement of Operations. 


Investment securities—available for sale 


Investment securities—available for sale consist of investments in collateralized loan obligations (““CLOs”’) for 
which the Company provides investment management services and does not consolidate. These investments are 
carried at fair value in accordance with ASC 320. Any unrealized appreciation or depreciation on available-for-sale 
securities, net of income taxes, is reported as a component of accumulated other comprehensive income in equity 
attributable to stockholders in the Consolidated Statement of Comprehensive Income. 


On a quarterly basis, the Company conducts a review to assess whether other-than-temporary impairments 
exist on its available-for-sale investment securities. Other-than-temporary declines in value may exist if the fair 
value of an investment security has been below the carrying value for an extended period of time. If an other- 
than-temporary decline in value is determined to exist, the unrealized investment loss, net of tax, is recognized in 
the Consolidated Statements of Operations in the period in which the decline occurs, and an accompanying 
permanent adjustment is made to accumulated other comprehensive income. 


Equity Method Investments 


Equity method investments consist of Company investments in noncontrolled entities, where the Company 
does not hold a controlling financial interest but has the ability to significantly influence operating and financial 
matters. Equity method investments are accounted for under the equity method of accounting in accordance with 
ASC 323, Investments-Equity Method and Joint Ventures. Under the equity method of accounting, the 
Company’s share of the noncontrolled entities’ net income or loss is recorded in other income (expense), net in 
the Consolidated Statements of Operations. Distributions received reduce the Company’s investment. The 
investment is evaluated for impairment if events or changes indicate that the carrying amount exceeds its fair 
value. If the carrying amount of an investment does exceed its fair value and the decline in fair value is deemed 
to be other-than-temporary, an impairment charge will be recorded. 


Non-qualified Retirement Plan Assets and Liabilities 


The Company has a non-qualified retirement plan (the “Excess Incentive Plan’’) that allows certain 
employees to voluntarily defer compensation. Assets held in trust, which are considered investment securities, 
are included in investments at fair value in accordance with ASC 820, Fair Value Measurement (“ASC 820”); 
the associated obligations to participants, which approximate the fair value of the associated assets, are included 
in other liabilities in the Consolidated Balance Sheets. See Note 6 for additional information related to the Excess 
Incentive Plan. 


Deferred Commissions 


Deferred commissions, which are included in other assets in the Consolidated Balance Sheets, are 
commissions paid to broker-dealers on sales of certain mutual fund share classes. Deferred commissions are 
recovered by the receipt of monthly asset-based distributor fees from the mutual funds or contingent deferred 
sales charges received upon redemption of shares within the contingent deferred sales charge period, depending 
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on the fund share class. The deferred costs resulting from the sale of shares are amortized on a straight-line basis 
over the period during which redemptions by the purchasing shareholder are subject to a contingent deferred 
sales charge, depending on the fund share class, or until the underlying shares are redeemed. Deferred 
commissions are periodically assessed for impairment. If impairment is indicated, impairment adjustments are 
recognized in operating income as a component of amortization of deferred commissions. 


Furniture, Equipment and Leasehold Improvements, Net 


Furniture, equipment and leasehold improvements are recorded at cost. Depreciation is computed using the 
straight-line method over the estimated useful lives of three to seven years for furniture and office equipment and 
three to five years for computer equipment and software. Leasehold improvements are depreciated over the 
shorter of the remaining estimated lives of the related leases or useful lives of the improvements. Major renewals 
or betterments are capitalized, and recurring repairs and maintenance are expensed as incurred. 


Leases 


The Company leases office space and equipment under various leasing arrangements. In accordance with 
ASU 2016-02, Leases, the Company’s leases are evaluated and classified as either financing leases or operating 
leases, as appropriate. The Company recognizes a lease liability and a corresponding right of use (“ROU”) asset 
on the commencement date of any lease arrangement. The lease liability is initially measured at the present value 
of the future lease payments over the lease term using the rate implicit in the arrangement or, if not readily 
determinable, the Company’s incremental borrowing rate. The Company determines its incremental borrowing 
rate through market sources, including relevant industry rates. A ROU asset is measured initially as the value of 
the lease liability plus initial direct costs and prepaid lease payments, and less lease incentives received. Lease 
expense is recognized on a straight-line basis over the lease term and is recorded within other operating expenses 
in the Consolidated Statement of Operations. 


Goodwill and Intangible Assets 


Goodwill represents the excess of the purchase price of acquisitions and mergers over the identified assets 
and liabilities acquired. In accordance with ASC 350, Goodwill and Other Intangible Assets, goodwill is not 
amortized. A single reporting unit has been identified for the purpose of assessing potential impairments of 
goodwill. An impairment analysis of goodwill is performed annually or more frequently, if warranted by events 
or changes in circumstances affecting the Company’s business. The Company follows the Financial Accounting 
Standards Board (the “FASB”) Accounting Standards Update (“ASU”) 2011-08, Testing Goodwill for 
Impairment, which provides the option to first assess qualitative factors to determine whether the existence of 
events or circumstances leads to a determination that it is more likely than not that the fair value of a reporting 
unit is less than its carrying amount. If, after assessing the totality of events or circumstances, it is determined 
that it is not more likely than not that the fair value of a reporting unit is less than its carrying amount, then 
performing the two-step impairment test is unnecessary. The Company’s 2019 and 2018 annual goodwill 
impairment analysis did not result in any impairment charges. 


Definite-lived intangible assets are comprised of certain fund investment advisory contracts, trade names and 
non-competition agreements. These assets are amortized on a straight-line basis over the estimated useful lives of 
such assets, which range from five to sixteen years. Definite-lived intangible assets are evaluated for impairment on 
an ongoing basis whenever events or circumstances indicate that the carrying value of the definite-lived intangible 
asset may not be recoverable. The Company determines if impairment has occurred by comparing estimates of 
future undiscounted cash flows to the carrying value of assets. Assets are considered impaired, and an impairment is 
recorded, if the carrying value exceeds the expected future undiscounted cash flows. 
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Indefinite-lived intangible assets are comprised of certain trade names and fund investment advisory contracts. 
These assets are tested for impairment annually or when events or changes in circumstances indicate the assets 
might be impaired. The Company follows ASU 2012-02, Testing Indefinite-Lived Intangible Assets for Impairment, 
which provides the option to perform a qualitative assessment of indefinite-lived intangible assets other than 
goodwill for impairment to determine if additional impairment testing is necessary. The Company’s 2019 and 2018 
annual indefinite-lived intangible assets impairment analysis did not result in any impairment charges. 


Treasury Stock 


Treasury stock is accounted for under the cost method and is included as a deduction from equity in the 
Stockholders’ Equity section of the Consolidated Balance Sheets. Upon any subsequent resale, the treasury stock 
account is reduced by the cost of such stock. 


Revenue Recognition 


The Company’s revenues are recognized when a performance obligation is satisfied, which occurs when 
control of the services is transferred to customers. Investment management fees, distribution and service fees, 
and administration and shareholder service fees are generally calculated as a percentage of average net assets of 
the investment portfolios managed. The net asset values from which investment management, distribution and 
service, and administration and shareholder service fees are calculated are variable in nature and subject to 
factors outside of the Company’s control such as additional investments, withdrawals and market performance. 
Because of this, these fees are considered constrained until the end of the contractual measurement period 
(monthly or quarterly), which is when asset values are generally determinable. 


Investment Management Fees 


The Company provides investment management services pursuant to investment management agreements 
through its affiliated investment advisers (each an “Adviser”). Investment management services represent a series 
of distinct daily services that are performed over time. Fees earned on funds are based on each fund’s average 
daily or weekly net assets that are generally calculated and received on a monthly basis. The Company records 
investment management fees net of fees paid to unaffiliated subadvisers, as the Company considers itself an 
agent of the fund as it relates to the day-to-day investment management services performed by unaffiliated 
subadvisers, with the Company’s performance obligation being to arrange for the provision of that service and 
not control the specified service before that service is performed. Amounts paid to unaffiliated subadvisers for 
the years ended December 31, 2019, 2018 and 2017 were $40.5 million, $46.7 million and $46.7 million, 
respectively. 


Retail separate account fees are generally based on the end of the preceding or current quarter’s asset values 
or on an average of month-end balances. Institutional account fees are generally based on an average of daily or 
month-end balances or the current quarter’s asset values. Fees for structured finance products, for which the 
Company acts as the collateral manager, consist of senior, subordinated and, in certain instances, incentive 
management fees. Senior and subordinated management fees are calculated at a contractual fee rate applied 
against the end of the preceding quarter par value of the total collateral being managed with subordinated fees 
being recognized only after certain portfolio criteria are met. Incentive fees on certain of the Company’s CLOs 
are typically a percentage of the excess cash flows available to holders of the subordinated notes, above a 
threshold level internal rate of return. 
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Distribution and Service Fees 


Distribution and service fees are primarily sales- and asset-based fees earned from open-end funds for 
marketing and distribution services. Depending on the fund type or share class, these fees primarily consist of an 
asset-based fee that is paid by the fund over a period of years to cover allowable sales and marketing expenses, or 
front-end sales charges that are based on a percentage of the offering price. Asset-based distribution and service 
fees are primarily earned as percentages of the average daily net assets value and are paid monthly pursuant to 
the terms of the respective distribution and service fee contracts. 


Distribution and service fees represent two performance obligations comprised of distribution and related 
shareholder servicing activities. Distribution services are generally satisfied upon the sale of a fund share. 
Shareholder servicing activities are generally services satisfied over time. 


The Company distributes its open-end funds through unaffiliated financial intermediaries that comprise 
national and regional broker-dealers. These unaffiliated financial intermediaries provide distribution and 
shareholder service activities on behalf of the Company. The Company passes related distribution and service 
fees to these unaffiliated financial intermediaries for these services and considers itself the principal in these 
arrangements since it has control of the services prior to the services being transferred to the customer. These 
payments are classified within distribution and other asset-based expenses. 


Administration & Shareholder Service Fees 


The Company provides administrative fund services to its open-end funds and certain of its closed-end 
funds and shareholder services to its open-end funds. Administration and shareholder services are performed 
over time. The Company earns fees for these services, that are calculated and paid monthly, based on each fund’s 
average daily or weekly net assets. Administrative fund services include: record keeping, preparing and filing 
documents required to comply with securities laws, legal administration and compliance services, customer 
service, supervision of the activities of the funds’ service providers, tax services and treasury services. The 
Company also provides office space, equipment and personnel that may be necessary for managing and 
administering the business affairs of the funds. Shareholder services include maintaining shareholder accounts, 
processing shareholder transactions, preparing filings and performing necessary reporting. 


Other income and fees consist primarily of redemption income on the early redemption of certain share 
classes of mutual funds. 


Advertising and Promotion 


Advertising and promotional costs are expensed as incurred. These costs are classified in other operating 
expenses in the Consolidated Statements of Operations. 


Stock-based Compensation 


The Company accounts for stock-based compensation expense in accordance with ASC 718, 
Compensation—Stock Compensation (“ASC 718”), which requires the measurement and recognition of 
compensation expense for share-based awards based on the estimated fair value on the date of grant. 


Restricted stock units (““RSUs”) are stock awards that entitle the holder to receive shares of the Company’s 
common stock as the award vests over time or when certain performance metrics are achieved. The fair value of 


each RSU award is based on the fair market value price on the date of grant unless it contains a performance 
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metric that is considered a “market condition.” Compensation expense for RSU awards is recognized ratably over 
the vesting period on a straight-line basis. The value of RSUs that contain a performance metric (“PSUs”) is 
determined based on (a) the fair market value price on the date of grant, for awards that contain a performance 
metric that represents a “performance condition” in accordance with ASC 718 or (b) the Monte Carlo simulation 
valuation model for awards that contain a “market condition” performance metric under ASC 718. Compensation 
expense for PSU awards that contain a market condition is fixed at the date of grant and is not adjusted in future 
periods based upon the achievement of the market condition. Compensation expense for PSU awards with a 
performance condition is recorded each period based upon a probability assessment of the expected outcome of 
the performance metric with a final adjustment upon measurement at the end of the performance period. 


Income Taxes 


The Company accounts for income taxes in accordance with ASC 740, Income Taxes (“ASC 740”), which 
requires recognition of the amount of taxes payable or refundable for the current year as well as deferred tax 
assets and liabilities for temporary differences between the tax basis of assets and liabilities and the reported 
amounts in the Consolidated Financial Statements. 


The Company’s methodology for determining the realizability of deferred tax assets includes consideration 
of taxable income in prior carryback year(s), if carryback is permitted under the tax law, as well as consideration 
of the reversal of deferred tax liabilities that are in the same period and jurisdiction and are of the same character 
as the temporary differences that gave rise to the deferred tax assets. The Company’s methodology also includes 
estimates of future taxable income from its operations as well as the expiration dates and amounts of carry- 
forwards related to net operating losses and capital losses. These estimates are projected through the life of the 
related deferred tax assets based on assumptions that the Company believes to be reasonable and consistent with 
demonstrated operating results. Unanticipated changes in future operating results may have a significant impact 
on the realization of deferred tax assets. Valuation allowances are provided when it is determined that it is more 
likely than not that the benefit of deferred tax assets will not be realized. 


Comprehensive Income 


The Company reports all changes in comprehensive income in the Consolidated Statements of Changes in 
Stockholders’ Equity and the Consolidated Statements of Comprehensive Income. Comprehensive income 
includes net income (loss), foreign currency translation adjustments (net of tax) and unrealized gains and losses 
on investments classified as available-for-sale (net of tax). 


Earnings per Share 


Earnings per share (“EPS”) is calculated in accordance with ASC 260, Earnings per Share. Basic EPS 
excludes dilution for potential common stock issuances and is computed by dividing basic net income available 
to common stockholders by the weighted-average number of common shares outstanding for the period. Diluted 
EPS reflects the potential dilution that could occur if securities or other contracts to issue common stock were 
exercised or converted into common stock, including (a) shares issuable upon the vesting of RSUs and stock 
option exercises using the treasury stock method and (b) shares issuable upon the conversion of the Company’s 
mandatory convertible preferred stock, as determined under the if-converted method. For purposes of calculating 
diluted EPS, preferred stock dividends are subtracted from net income (loss) in periods in which utilizing the 
if-converted method would be anti-dilutive. 
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Fair Value Measurements and Fair Value of Financial Instruments 


ASC 820 establishes a framework for measuring fair value and a valuation hierarchy based upon the 
transparency of inputs used in the valuation of an asset or liability. The FASB defines fair value as the price that 
would be received to sell an asset, or paid to transfer a liability, in an orderly transaction between market 
participants at the measurement date. Classification within the hierarchy is based upon the lowest level of input 
that is significant to the fair value measurement. The valuation hierarchy contains three levels as follows: 


Level 1—Unadjusted quoted prices for identical instruments in active markets. Level | assets and liabilities 
may include debt securities and equity securities that are traded in an active exchange market. 


Level 2—Quoted prices for similar instruments in active markets; quoted prices for identical or similar 
instruments in markets that are not active; and model-derived valuations in which all significant inputs and 
significant value drivers are observable in active markets. Level 2 inputs may include observable market 
data such as closing market prices provided by independent pricing services after considering factors such 
as the yields or prices of comparable investments of comparable quality, coupon, maturity, call rights and 
other potential prepayments, terms and type, reported transactions, indications as to values from dealers and 
general market conditions. In addition, pricing services may determine the fair value of equity securities 
traded principally in foreign markets when it has been determined that there has been a significant trend in 
the U.S. equity markets or in index futures trading. Level 2 assets and liabilities may include debt and equity 
securities, purchased loans and over-the-counter derivative contracts whose fair value is determined using a 
pricing model without significant unobservable market data inputs. 


Level 3—Valuations derived from valuation techniques in which one or more significant inputs or 
significant value drivers are unobservable in active exchange markets. 


Recent Accounting Pronouncements 
New Accounting Standards Implemented 


In July 2018, the FASB issued ASU 2018-09, Codification Improvements. This standard, which does not 
prescribe any new accounting guidance, clarifies several different FASB ASC areas based on comments and 
suggestions made by various stakeholders. On January 1, 2019, the Company adopted this standard. The adoption 
of this standard did not have a material impact on the Company’s consolidated financial statements. 


In February 2018, the FASB issued ASU 2018-02, Reclassification of Certain Tax Effects from Accumulated 
Other Comprehensive Income. This standard provides financial statement preparers with the option to reclassify 
tax effects within other comprehensive income (referred to as stranded tax effects) to retained earnings in each 
period in which the effect of the change in the U.S. federal corporate income tax rate in the Tax Cuts and Jobs 
Act (or portion thereof) is recorded. On January 1, 2019, the Company adopted this standard. The adoption of 
this standard did not have a material impact on the Company’s consolidated financial statements. 


In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), with several amendments 
(collectively, “ASU 2016-02”). This standard requires a lessee to recognize assets and liabilities on the balance 
sheet arising from operating leases. For both finance leases and operating leases, the lease liability is initially 
measured at the present value of the future lease payments. In addition to the lease liability, companies are 
required to recognize a corresponding ROU asset initially measured as the value of the lease liability plus initial 
direct costs and prepaid lease payments, and less lease incentives received. ASU 2016-02 allows the option to 
apply its provisions at the effective date without adjusting comparative periods presented. The Company elected 
this optional transition method along with the package of practical expedients permitted under the standard, 
which allowed the Company to forgo (a) reassessing whether expired or existing non-lease contracts that 
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commenced before January 1, 2019 contained an embedded lease, (b) reevaluating the accounting classification 
of our existing operating leases, and (c) determining whether initial direct costs related to existing leases should 
be capitalized. The Company also elected to combine lease and non-lease components in calculating the lease 
liability and ROU asset for operating leases. On January 1, 2019, the Company adopted this standard, which 
resulted in the recording of a ROU asset of $20.5 million and lease liability of $28.6 million representing a 
non-cash activity in the Consolidated Statements of Cash Flows. See Note 9 for further discussion. 


New Accounting Standards Not Yet Implemented 


In August 2018, the FASB issued ASU 2018-15, Intangibles-Goodwill and Other-Internal-Use Software 
(Subtopic 350-40) (“ASU 2018-15”). This standard aligns the requirements for capitalizing implementation costs 
incurred in a hosting arrangement that is a service contract with the requirements for capitalizing implementation 
costs incurred to develop or obtain internal-use software, including an internal-use software license. ASU 
2018-15 is effective for fiscal years beginning after December 15, 2019 and interim periods within those fiscal 
years. Early adoption is permitted. The Company does not expect that the adoption of this standard will have a 
material impact on the Company’s consolidated financial statements. 


In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820). This 
standard modifies the disclosure requirements on fair value measurements and is effective for fiscal years, and 
interim periods within those fiscal years, beginning after December 15, 2019. Early adoption is permitted. The 
Company does not expect that the adoption of this standard will have a material impact on the Company’s 
consolidated financial statements. 


3. Revenues 
Revenue Disaggregated by Source 


The following table summarizes revenue by source: 


Years Ended December 31, 
2019 2018 2017 (1) 

(in thousands) 

Investment management fees 

Open-end funds ................ 0.0000 $229,637 $231,175 $175,260 
Closed-end funds ........ 0.0.0.0. ccc cece eee eee 42,199 41,455 44,687 
Retail separate accounts .......... 0.0. e ee eee eee 82,999 73,532 54,252 
Institutional accounts .......... 0.0.0.0 cee eee eee 96,429 T7,711 46,600 
Structured products ........ 0.0.0 eee eee eee ee 6,381 9,622 6,302 
Other products: .4.4 4c csdeeinged gies eebiew ies 3,832 3,526 3,974 
Total investment management fees.............. 461,477 437,021 331,075 
Distribution and service fees ................... 40,898 50,715 44,322 
Administration and shareholder service fees ..... 59,884 63,614 48,996 
Other income and fees ....................000- 987 885 1,214 
Total revenues ..........0... 000000. c eee eee eee $563,246 $552,235 $425,607 


(1) Prior period amounts have not been adjusted and are reported in accordance with historical accounting under 
ASC 605, Revenue Recognition. 
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4. Business Combinations 
Sustainable Growth Advisers, LP (“SGA’’) 


On July 1, 2018, the Company completed the acquisition of 70% of the outstanding limited partnership 
interests of SGA and 100% of the membership interests in its general partner, SGIA, LLC (the “Acquisition’’). 
SGA is an investment manager specializing in growth equity investing in U.S. and global equity portfolios. The 
Acquisition expanded the Company’s offerings of investment strategies and diversified the Company’s client 
base, particularly with regard to institutional investors and international clients. The Company accounted for the 
acquisition in accordance with ASC 805, Business Combinations. The total purchase price of $129.5 million was 
allocated to the assets acquired, liabilities assumed and redeemable noncontrolling interests based upon their 
estimated fair values at the date of the Acquisition. Goodwill of $120.2 million and other intangible assets of 
$62.0 million were recorded as a result of the Acquisition. The Company expects $127.5 million of the purchase 
price to be tax deductible over 15 years. The Company completed its final assessment of the fair value of 
purchased receivables and acquired contracts as of June 30, 2019, with no incremental measurement period 
adjustments recorded. 


The following table summarizes the identified acquired assets, liabilities assumed and redeemable 
noncontrolling interests as of the acquisition date: 


July 1, 2018 
(in thousands) 
Assets: 
Cash and cash equivalents ..................0-00 2000. $ 2,505 
TM VESUMEMUS) «5455-4 goo, hoc dc bea eae a Ped ats HONE As 262 
Accounts receivable ........ 0.0.0.0 cece eee nee 6,649 
Furniture, equipment and leasehold improvements ....... 70 
Intangibleassets:: oi4 sub etdaectd dou coe ae Roe Shad 62,000 
GOOdWAL sce. ses sseel debe a Pavan a doe and Hea Boke Awe DRE 120,213 
Other assets. 5 .sccsadcdeeed bein d bwe su wks Saw SE Pees 659 
Total Assets: cco chase Oh 0a do% ee ees ceo a head nee ede 192,358 
Liabilities 
Accrued compensation and benefits .................-. 824 
Accounts payable and accrued liabilities ............... 6,534 
Total liabilities: ¢.053 4.0340 2cuu eres dae ee ew Hee Raw 7,358 
Redeemable noncontrolling interests .................. 55,500 
Total Net Assets Acquired ..................0..0000. $129,500 
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Identifiable Intangible Assets Acquired 


In connection with the allocation of the purchase price, the Company identified the following intangible 
assets: 


July 1, 2018 
Weighted 
Average 
Approximate of Useful 
Fair Value Life 


(in thousands) (in years) 


Definite-lived intangible assets: 


Institutional and retail separate account investment contracts .... $49,000 6 
WRAdE NAME » x. 52025 G2 geen wed deweyddnd ON ace bela be & ede Ss 7,000 10 
Non-competition agreements ............ 0.0.0.0. eee eee eee 6,000 5 
Total definite-lived intangible assets ...................0004. $62,000 


The following unaudited proforma condensed consolidated results of operations are provided for illustrative 
purposes only and assume that the Acquisition, including adjustments for transaction and integration expenses, 
occurred on January 1, 2017. This unaudited information should not be relied upon as indicative of historical 
results that would have been obtained if the Acquisition had occurred on that date, nor of the results that may be 
obtained in the future. 


Years Ended 
December 31, 
2018 2017 
(in thousands) 
Total Revenues :i.5.0.3.646.540b0 0400s bebe Seika eteebeOeennd $569,465 $454,156 
Net Income (Loss) Attributable to Common Stockholders........ $ 69,341 $ 26,175 


5. Goodwill and Other Intangible Assets 


Below is a summary of intangible assets, net: 


December 31, 


2019 2018 

(in thousands) 

Definite-lived intangible assets, net: 

Investment contracts and other ........ 0.0.0... 0c cece eee $ 489,570 $ 487,747 
Accumulated amortization 2.0.2... ... 000. (222,695) (192,451) 
Definite-lived intangible assets, net .............0.0-.020 000 266,875 295,296 
Indefinite-lived intangible assets ......................... 43,516 43,516 
Total intangible assets, net... 22.2.0... eee eee $ 310,391 $ 338,812 
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Activity in goodwill and intangible assets, net was as follows: 


Years Ended December 31, 


2019 2018 2017 
(in thousands) 
Intangible assets, net 
Balance, beginning of period .................... $338,812 $301,954 $ 38,427 
ACQUMISINONS 42.40 sc00 shee gh Ge ew EEA AREAS Hee 1,823 62,000 275,700 
Amortization expense ........ 0.0... e eee eee eee (30,244) (25,142) (12,173) 
Balance, end of period ........................ $310,391 $338,812 $301,954 
Goodwill 
Balance, beginning of period .................... $290,366 $170,153 $ 6,788 
Acquisitions ........ 0.0.0 cece eee eee eee — 120,213 163,365 
Balance, end of period .....................-.. $290,366 $290,366 $170,153 


Definite-lived intangible asset amortization for the next five years and thereafter is estimated as follows (in 
thousands): 


Fiscal Year Amount 
DO QOK as ccaciataee het) ene veaudhavt canes danecaieyaaded. ans ahdvaneadteaveadarecetecacid $ 30,127 
QODT» cciicee bei Bass ae tase bse Tea eden 30,116 
ODD ae. teesstica ecth tien c has aceasta ieatciat dp dbcaon.s, dee hee NER ea irtace at setep 29,992 
QOD: “ese ko Sides be dh ae cceteew eeltnese & Ske dan date Gos teen Spe 29,330 
ODA: eeaictstco ein Ge leak o.Gn dunce sien ahecttidey Aeartcdan WeteanGe seal acs aptreetcacetad 23,689 
2025: and Thereafter: 3.04.56 dag cddsied de Sei eave dead ea 123,621 
$266,875 


At December 31, 2019, the weighted average estimated remaining amortization period for definite-lived 
intangible assets is 10.7 years. 


6. Investments 


Investments consist primarily of investments in the Company’s sponsored products. The Company’s 
investments, excluding the assets of CIP discussed in Note 20, at December 31, 2019 and 2018 were as follows: 


December 31, 


2019 2018 

(in thousands) 

Investment securities—fair value ...... 0.0.00... cc eee eee $60,990 $59,271 
Investment securities—available for sale ................0000005 — 2,023 
Equity method investments .......... 0.0.0 e cece eee eens 12,030 10,573 
Nonqualified retirement plan assets ...........0.000 0.0 eee eee ee 8,724 6,716 
Other mvestMents: x s.s5.2 & 5.0 Bk des Mak eon de ee lee wae eS SS 1,462 975 
Total investments ... 0.0.0.0... 000.00 ccc cc cece ene $83,206 $79,558 
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Investment Securities—fair value 


Investment securities—fair value consist of investments in the Company’s sponsored funds, separately 
managed accounts and trading debt securities. The composition of the Company’s investment securities—fair 
value were as follows: 


December 31, 2019 
Fair 
Cost Value 
(in thousands) 
Investment Securities—fair value: 
Sponsored funds> yc 23 nuns wales acai ys eee es Ha bea as $44,588 $47,654 
Equity S€Curittes <2 c.dcoe eu Sek sede Oe ea Pee eee eas 11,250 13,320 
DEDUSECURITIES 5 seccers 5 6 ccccece a anerenates pared Mens Soa ds cole 44 16 
Total investment securities—fair value ....................... $55,882 $60,990 
December 31, 2018 
Fair 
Cost Value 
(in thousands) 
Investment Securities—fair value: 
Sponsored funds: 2.35.50 ecrgadatddandediagatewedeea eee $43,507 $40,191 
EQGuity SCCUIINIES:. 3.225. sce hates bee baa eae als 16,380 16,981 
Debt SECUNTHES cco dead aoa a bee eee s Pate bees 3,816 2,099 
Total investment securities—fair value ....................... $63,703 $59,271 


For the years ended December 31, 2019 and December 31, 2018, the Company recognized a net realized 
gain of $0.8 million and $1.8 million, respectively, on the sale of its investment securities—fair value. For the 
year ended December 31, 2017, the Company recognized a net realized loss of $1.5 million on the sale of its 
investment securities—fair value. 


Investments Securities—available for sale 


The investment securities—available for sale consists of investments in CLOs for which the Company 
provides investment management services and does not consolidate. The Company had no investment 
securities—available for sale as of December 31, 2019. The composition of the Company’s investment 
securities—available for sale at December 31, 2018 were as follows: 


December 31, 2018 
Unrealized Unrealized Fair 
Cost Loss Gain Value 
(in thousands) 
Investments in CLOS ....... 0.0... ccc ccc eee eee eee eeeas $3,696  $(1,673) $— $2,023 
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Equity Method Investments 


The Company’s equity method investments primarily consist of investments in limited partnerships. For the 
years ended December 31, 2019, 2018 and 2017, distributions from equity method investments were 
$0.8 million, $4.2 million and $0.9 million, respectively. The remaining capital commitment for one of the 
Company’s equity method investments at December 31, 2019 is $0.5 million. 


Nonqualified Retirement Plan Assets 


The Company’s Excess Incentive Plan allows certain employees to voluntarily defer compensation. The 
Company holds the Excess Incentive Plan assets in a rabbi trust, which is subject to the claims of the Company’s 
creditors in the event of the Company’s bankruptcy or insolvency. Each participant is responsible for designating 
investment options for their contributions, and the ultimate distribution paid to each participant reflects any gains 
or losses on the assets realized while in the trust. Assets held in trust are included in investments and are carried 
at fair value utilizing Level 1 valuation techniques in accordance with ASC 320; the associated obligations to 
participants are included in other liabilities in the Consolidated Balance Sheets. 


Other Investments 


Other investments represent interests in entities not accounted for under the equity method such as the cost 
method. 


7. Fair Value Measurements 


The Company’s assets and liabilities measured at fair value on a recurring basis, excluding the assets and 
liabilities of CIP discussed in Note 20, as of December 31, 2019 and December 31, 2018, by fair value hierarchy 
level were as follows: 


December 31, 2019 
Level 1 Level2 Level 3 Total 
(in thousands) 
Assets 
Cashiequivalents ccc a con aatibe peadaen ddd eine eee eed: $187,255 $— $— $187,255 
Investment securities—fair value 
Sponsored finds? 2.0 ica. ¢sctasP eer gee sea seein keees ees 47,654 — — 47,654 
AGUITY SECUNIMIES = ja ciisteense igaicgidpacdcacers dey 46. Goactue glared Gta ee Cnaiaee ea 13,320 — — 13,320 
Debt SECUMUIES? 4.3.04 Si ake, Ee dee Gatos Gao WER EL — 16 — 16 
Nonqualified retirement plan assets .......... 00.0000 cee eee eens 8,724 — — 8,724 
Total assets measured at fair value .................. 000.00 e ee $256,953 $16 $— $256,969 
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December 31, 2018 
Level 1 Level2 Level 3 Total 


(in thousands) 


Assets 
Wash Equivalents ed 6 soc. cs4. she kde aid betas boas 4s peaeeeaihe $158,596 $— $ — __ $158,596 
Investment securities—fair value 
Sponsored funds .......... 0.0.0. c cece eee eee eens 40,191 — — 40,191 
Equity SECUPUES 25 sc0c acd vo Be eke hes Rhee Re eee 16,981 — —_ 16,981 
Debt SECUFILIES: 22 482 e 5 Pe os SRS oe eck So ae BSR — — 2,099 2,099 
Investment securities—available for sale......... 0.0.0.0. 0c eee eee — — 2,023 2,023 
Nonqualified retirement plan assets .... 0.0.0... cece eee eee 6,716 — — 6,716 
Total assets measured at fair value ................ 0.0.00 0000 008 $222,484 $— $4,122 $226,606 


The following is a discussion of the valuation methodologies used for the Company’s assets measured at fair 
value. 


Cash equivalents represent investments in money market funds. Cash investments in actively traded money 
market funds are valued using published net asset values and are categorized as Level 1. 


Sponsored funds represent investments in open-end funds, closed-end funds and ETFs for which the 
Company acts as the investment manager. The fair value of open-end funds is determined based on their 
published net asset values and are categorized as Level 1. The fair value of closed-end funds and ETFs is 
determined based on the official closing price on the exchange on which they are traded on and are categorized as 
Level 1. 


Equity securities represent securities traded on active markets and are valued at the official closing price 
(typically last sale or bid) on the exchange on which the securities are primarily traded and are categorized as 
Level 1. 


Debt securities and Investments—available for sale primarily represent investments in CLOs for which the 
Company provides investment management services. The investments in CLOs are measured at fair value based 
on independent third- party valuations and are categorized as Level 2 and Level 3. The independent third-party 
valuations are based on discounted cash flow models and comparable trade data. 


Nonqualified retirement plan assets represent mutual funds within a nonqualified retirement plan whose fair 
value is determined based on their published net asset value and are categorized as Level 1. 


Cash, accounts receivable, accounts payable and accrued liabilities equal or approximate fair value based on 
the short-term nature of these instruments. 


Transfers into and out of levels are reflected when significant inputs used for the fair value measurement, 
including market inputs or performance attributes, become observable or unobservable or when the Company 
determines it has the ability, or no longer has the ability, to redeem, in the near term, certain investments that the 
Company values using a net asset value, or if the book value no longer represents fair value. 
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The following table is a reconciliation of assets for Level 3 investments for which significant unobservable 
inputs were used to determine fair value: 


Twelve Months Ended December 31, 


2019 2018 
(in thousands) 
Level 3 Investments (1) 
Balance at beginning of period..................000. $ 4,122 $ 4,439 
(Sales) purchases .... 0.0... cece eee eee ee eee (4,185) 1,326 
Change in unrealized gain (loss), net ................. 63 (1,643) 
Balance at end of period .............0 000 cece eee ee $ — $ 4,122 


(1) Investments that are categorized as Level 3 were valued utilizing third-party pricing information without 
adjustment. 


8. Furniture, Equipment and Leasehold Improvements, Net 


Furniture, equipment and leasehold improvements, net were as follows: 


December 31, 

2019 2018 
(in thousands) 
Leasehold improvements .......... 0.0.0 e eee e ee eee eens $19,871  $ 24,880 
Furniture and office equipment ............. 0. cece eee eee 12,027 12,543 
Computer equipment and software ............ 0.0. c eee eee ee 5,434 6,811 

37,332 44,234 
Accumulated depreciation and amortization .................-. (19,182) (24,080) 
Furniture, equipment and leasehold improvements, net........... $18,150  $ 20,154 


9, Leases 


All of the Company’s leases qualify as operating leases and consist primarily of leases for office locations, 
which have remaining initial lease terms ranging from 1.3 to 10.3 years and a weighted average remaining lease 
term of 6.9 years. The Company has options to renew some of its leases for periods ranging from 3.0 to 15.0 
years, depending on the lease. None of the Company’s renewal options were considered reasonably assured of 
being exercised and, therefore, were excluded from the initial lease term used to determine the Company’s ROU 
asset and lease liability. The Company’s ROU asset, recorded in other assets, and lease liability, recorded in 
other liabilities in the Consolidated Balance Sheets, at December 31, 2019 were $21.0 million and $29.4 million, 
respectively. The weighted average discount rate used to measure the Company’s lease liability was 4.73% at 
December 31, 2019. 


Lease expense totaled $5.1 million, $6.9 million and $6.1 million for fiscal years 2019, 2018 and 2017, 
respectively. Cash payments relating to operating leases during 2019 were $5.0 million. 
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Lease liability maturities as of December 31, 2019 were as follows: 


Amount 
(in thousands) 
2020! eck escvd we aa obb Se eS ee shew Pee es $ 5,881 
QOD ics cnc aeacs hp ade eRe aed hema ig eh Ae e ees 5,774 
2022) bibcedanne dam bwidewe ie howd ee iwae dade eared 4,731 
ODS: cntricsict a Sheed nade EAM A Res Ae Mee Bee ale eee 4,406 
2024: ek bi Sa eee CREE wb See hee MES MR ede eee eS 3,760 
eB 61:5 <2) (=) Geer a a 10,398 
Total lease payments ......... 0.0.00... eee eee eee 34,950 
Less: Imputed interest ........ 0.0.00... 0. 0000002 5,548 
Present value of lease liabilities ....................... $29,402 


Minimum aggregate rental payments required under operating leases that had initial or remaining 
non-cancellable lease terms in excess of one year as of December 31, 2018 were as follows: $6.1 million in 2019; 
$6.5 million in 2020; $5.1 million in 2021; $3.9 million in 2022; $3.5 million in 2023; and $12.9 million 
thereafter. 


10. Income Taxes 


The components of the provision for income taxes were as follows: 


Years Ended December 31, 


2019 2018 2017 

(in thousands) 
Current 

Federal iic. osp43 skh x hd ca ieee eee Ee elens $23,066 $18,864 $15,670 

State: ce iesccscsccee foe a goatee gtgeace aon pieheda eke gue e eden 6,129 3,668 1,985 
Total current tax expense (benefit) .................. 29,195 22,532 17,655 
Deferred 

Federal... cccccceece cgcscacs od aps ge esis nace apace 3,535 5,901 20,895 

Slate: sbiedacecat beveiecie 26 daha Seda Pd eich aos 2,447 4,528 1,940 
Total deferred tax expense (benefit) ................. 5,982 10,429 22,835 
Total expense (benefit) for income taxes .............. $35,177 $32,961 $40,490 
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The following presents a reconciliation of the provision (benefit) for income taxes computed at the federal 


statutory rate to the provision (benefit) for income taxes recognized in the Consolidated Statements of Operations 


for the years indicated: 


Years Ended December 31, 


2019 2018 2017 

(in thousands) 
Tax at'statutory Tate: ..ccees pctad ooeaeu sae das Seeks SESS $29,544 21%$22,899 21%$28,150 35% 
State taxes, net of federal benefit .....................000. 6,859 5 6,450 6 3,548 4 
Effect of U.S. tax reform (the Tax Act) ......... 00.00.0000 0 13,074 16 
Effect of net (income) loss attributable to noncontrolling 

IN(EPESES §.5.04 sa dda ke DEG Read Sead eee eo ae eee Fas (968) (1) (171) — (1,017) (1) 
Change in valuation allowance .......... 0.0... eee eee eee (1,330) (1) 4,508 4 (2,613) (3) 
Other, fet: cis4 66c5 cho Medes iw ei teawds beebadion s 1,072 1 (725) (1) (652) (1) 
Income tax expense (benefit) ............ 0.0.0.0 e eee eee $35,177 25% $32,961 30% $40,490 50% 


The provision for income taxes reflects U.S. federal, state and local taxes at an effective tax rate of 25%, 
30% and 50% for the years ended December 31, 2019, 2018 and 2017, respectively. The Company’s tax position 
for the years ended December 31, 2019, 2018 and 2017 was impacted by changes in the valuation allowance 
related to the unrealized and realized gains and losses on the Company’s investments. 


Deferred taxes resulted from temporary differences between the amounts reported in the consolidated 


financial statements and the tax basis of assets and liabilities. The tax effects of temporary differences were as 


follows: 


(in thousands) 
Deferred tax assets: 
Intangible assets 
Net operating losses 
Compensation accruals 
Lease liability 


Other 


Gross deferred tax assets 
Valuation allowance 


Gross deferred tax assets after valuation allowance ............. 


Deferred tax liabilities: 
Intangible assets 
Right of use asset 


MVESUMENUS:<. c0.2. 2 csshe Obes avacscsteied Steen dd do eee ek 


EXGG:ASSCUS: 3.525 eco 5. 6 god bh tg ce, Acatenadl te 3. Wn eS 4 nate ee eee ee 


December 31, 


2019 2018 
$ 5,279 $ 7,352 
13,704 14,750 
12,789 11,728 
6,897 — 
5,561 7,557 
773 512 
581 942 
45,584 42,841 
(6,844) (8,439) 
38,740 34,402 
(15,252) (12,286) 
(5,263) — 
(1,372) — 
(975) — 
(22,862) (12,286) 
$ 15,878  $ 22,116 
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At each reporting date, the Company evaluates the positive and negative evidence used to determine the 
likelihood of realization of its deferred tax assets. The Company maintained a valuation allowance in the amount 
of $6.8 million and $8.4 million at December 31, 2019 and 2018, respectively, relating to deferred tax assets on 
items of a capital nature as well as certain state deferred tax assets. 


As of December 31, 2019, the Company had net operating loss carry-forwards for federal income tax 
purposes represented by an $8.5 million deferred tax asset. The related federal net operating loss carry-forwards 
are scheduled to begin to expire in the year 2031. As of December 31, 2019, the Company had state net operating 
loss carry-forwards, varying by subsidiary and jurisdiction, represented by a $5.2 million deferred tax asset. The 
state net operating loss carry-forwards are scheduled to begin to expire in 2020. 


Internal Revenue Code Section 382 (“Section 382’) limits tax deductions for net operating losses, capital 
losses and net unrealized built-in losses after there is a substantial change in ownership in a corporation’s stock 
involving a 50 percentage point increase in ownership by 5% or larger stockholders. At December 31, 2019, the 
Company had pre-change losses represented by deferred tax assets totaling $10.6 million that are subject to 
Section 382 limits. The utilization of these assets is subject to an annual limitation of $1.1 million. 


Activity in unrecognized tax benefits were as follows: 


Years Ended 
December 31, 


2019 2018 2017 


(in thousands) 


Balance, besinningof year <.c..2isien aie foaled es bee bend edie dees $— $— $H 
Decrease related to tax positions taken in prior years ... 2.0.02... eee ee eee — — — 
Increase related to positions taken in the current year... 2... ... 0... 2c eee eee eee eee 11720 — — 
Balance, end of year 2.0... cee e ene nee t nent neeee $1,172 $— $~— 


If recognized, $0.9 million of the $1.2 million gross unrecognized tax benefit balance would favorably 
impact the Company’s effective income tax rate. The Company does not expect any significant changes to its 
liability for unrecognized tax benefits during the next 12 months. 


The Company recognizes interest and penalties related to income tax matters within income tax expense. 
The Company recorded no interest or penalties related to unrecognized tax benefits at December 31, 2019, 2018 
and 2017. 


The earliest federal tax year that remains open for examination is 2016. The earliest open years in the 
Company’s major state tax jurisdictions are 2010 for Connecticut and 2016 for all of the Company’s remaining 
state tax jurisdictions. 


11. Debt 
Credit Agreement 


The Company’s credit agreement, as amended (the “Credit Agreement’’), comprises (a) $365.0 million of 
seven-year term debt (the “Term Loan”) expiring in June 2024, and (b) a $100.0 million five-year revolving 
credit facility (the “Credit Facility”) expiring in June 2022. During the year ended December 31, 2019, the 
Company made principal loan payments of $54.9 million. At December 31, 2019, $285.7 million was 
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outstanding under the Term Loan, and the Company had no borrowings under its Credit Facility. In accordance 
with ASC 835, Interest, the amounts outstanding under the Company’s Term Loan are presented in the 
Consolidated Balance Sheets net of related debt issuance costs that were $7.9 million as of December 31, 2019. 


Amounts outstanding under the Credit Agreement for the Term Loan and the Credit Facility bear interest at 
an annual rate equal to, at the option of the Company, either (a) LIBOR (adjusted for reserves) for interest 
periods of one, two, three or six months (or, solely in the case of the Credit Facility, if agreed to by each relevant 
lender, twelve months or periods less than one month), subject to a “floor” of 0% for the Credit Facility and 
0.75% for the Term Loan, or (b) an alternate base rate, in either case plus an applicable margin. The applicable 
margin on amounts outstanding under the Credit Agreement is 2.50%, in the case of LIBOR-based loans, and 
1.50% in the case of alternate base rate loans. In each case the applicable margin is subject to a 25 basis point 
reduction if the Company’s secured net leverage ratio (as defined in the Credit Agreement) as of the last day of 
the preceding fiscal quarter is not greater than 1.00 to 1.00, as reflected in certain financial reports required under 
the Credit Agreement. 


The Credit Agreement includes a financial maintenance covenant that the Company will not permit the 
Total Net Leverage Ratio to exceed 2.50:1.00 as of the last day of any fiscal quarter, provided that this covenant 
will apply only if on such day the aggregate principal amount of outstanding revolving loans and letters of credit 
under the Credit Facility exceeds 30% of the aggregate revolving commitments as of such day. 


The obligations of the Company under the Credit Agreement are guaranteed by certain of its subsidiaries 
and secured by substantially all of the assets of the Company, subject to customary exceptions. The Credit 
Agreement contains customary affirmative and negative covenants, including covenants that affect, among other 
things, the ability of the Company and its subsidiaries to incur additional indebtedness, create liens, merge or 
dissolve, make investments, dispose of assets, engage in sale and leaseback transactions, purchase shares of our 
common stock, make distributions and dividends and pre-payments of junior indebtedness, engage in 
transactions with affiliates, enter into restrictive agreements, amend documentation governing junior 
indebtedness, modify its fiscal year, or modify its organizational documents, subject to customary exceptions, 
thresholds, qualifications and “baskets.” 


The Term Loan amortizes at the rate of 1.00% per annum payable in equal quarterly installments and is 
mandatorily repaid with: (a) 50% of the Company’s excess cash flow (as defined in the Credit Agreement) on an 
annual basis, declining to 25% if the Company’s secured net leverage ratio declines below 1.0 and further 
declining to 0% if the Company’s secured net leverage ratio declines below 0.5; (b) the net proceeds of certain 
asset sales, casualty or condemnation events, subject to customary reinvestment rights; and (c) the proceeds of 
any indebtedness incurred other than indebtedness permitted to be incurred by the Credit Agreement. 


At any time, upon timely notice, the Company may terminate the Credit Agreement in full, reduce the 
commitment under the Credit Facility in minimum specified increments or prepay the Term Loan in whole or in 
part, subject to the payment of breakage fees with respect to LIBOR-based loans and, in the case of any Term 
Loans that are prepaid in connection with a “repricing transaction” occurring within the six-month period 
following the closing date, a 1.00% premium. 
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Future minimum Term Loan payments (exclusive of any mandatory excess cash flow repayments) as of 
December 31, 2019 were as follows: 


Year Amount 


(in thousands) 


2O2O: oias keaditewiy cages 4 ee eiaieg aoe ee and aoe ope $ 3,652 
QO2 TN) acs-ind-w ee oh eee eae Hie ead ie Saw he bans 3,651 
DODD) sei t8d BM KRM TARE Rk AEA Oe We Sale S4 3,652 
DOD! tees siet wbas Goch ote. beeen ae tea Soe A Gee ees 3,651 
2024: etc ecischmde tht peered eames ema bate oe pak SS 271,117 

$285,723 


12. Commitments and Contingencies 
Legal Matters 


The Company is involved from time to time in litigation and arbitration, as well as examinations, inquiries 
and investigations by various regulatory bodies, including the SEC, involving its compliance with, among other 
things, securities laws, client investment guidelines, laws governing the activities of broker-dealers and other 
laws and regulations affecting its products and other activities. Legal and regulatory matters of this nature 
involve or may involve but are not limited to the Company’s activities as an employer, issuer of securities, 
investor, investment adviser, broker-dealer or taxpayer. In addition, in the normal course of business, the 
Company discusses matters with its regulators raised during regulatory examinations or is otherwise subject to 
their inquiry. These matters could result in censures, fines, penalties or other sanctions. 


The Company accrues for a liability when it is both probable that a liability has been incurred and the 
amount of the liability can be reasonably estimated. Significant judgment is required in both the determination of 
probability and the determination as to whether a loss is reasonably estimable. In addition, in the event the 
Company determines that a loss is not probable, but is reasonably possible, and it becomes possible to develop 
what the Company believes to be a reasonable range of possible loss, then the Company will include disclosures 
related to such matter as appropriate and in compliance with ASC 450, Contingencies. The disclosures, accruals 
or estimates, if any, resulting from the foregoing analysis are reviewed at least quarterly and adjusted to reflect 
the impact of negotiations, settlements, rulings, advice of legal counsel and other information and events 
pertaining to a particular matter. Based on information currently available, available insurance coverage, 
indemnities and established reserves, the Company believes that the outcomes of its legal and regulatory 
proceedings are not likely, either individually or in the aggregate, to have a material adverse effect on the 
Company’s results of operations, cash flows or its consolidated financial condition. However, in the event of 
unexpected subsequent developments and given the inherent unpredictability of these legal and regulatory 
matters, the Company can provide no assurance that its assessment of any claim, dispute, regulatory examination 
or investigation or other legal matter will reflect the ultimate outcome, and an adverse outcome in certain matters 
could, from time to time, have a material adverse effect on the Company’s results of operations or cash flows in 
particular quarterly or annual periods. 


13. Equity 
Common Stock Repurchases 


As of December 31, 2019, 4.2 million shares of the Company’s common stock have been authorized to be 
repurchased under the Board of Directors approved share repurchase program and 252,438 shares remain 
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available for repurchase. Under the terms of the program, the Company may repurchase shares of its common 
stock from time to time at its discretion through open market repurchases, privately negotiated transactions and/ 
or other mechanisms, depending on price and prevailing market and business conditions. The program, which has 
no specified term, may be suspended or terminated at any time. 


During the year ended December 31, 2019, the Company repurchased a total of 372,365 common shares for 
approximately $40.0 million. As of December 31, 2019, the Company had repurchased a total of 3,927,607 
shares of common stock at a weighted average price of $106.72 per share plus transaction costs for a total cost of 
$419.2 million. 


Dividends 


During the first and second quarters of the year ended December 31, 2019, the Board of Directors declared 
quarterly cash dividends on the Company’s common stock of $0.55 each. During the third and fourth quarters of 
the year ended December 31, 2019, the Board of Directors declared quarterly cash dividends on the Company’s 
common stock of $0.67 each. Total dividends declared on the Company’s common stock were $18.1 million for 
the year ended December 31, 2019. 


During each quarter of the year ended December 31, 2019, the Board of Directors declared quarterly cash 
dividends on the Company’s preferred stock of $1.8125 each. Total dividends declared on the Company’s 
preferred stock were $8.3 million for the year ended December 31, 2019. 


At December 31, 2019, $8.9 million was included as dividends payable in liabilities in the Consolidated 
Balance Sheet. This balance represents the fourth quarter dividends of $2.1 million to be paid on February 15, 
2020 for the Company’s preferred stock shareholders of record as of January 31, 2020 and $6.8 million to be paid 
on February 15, 2020 for the Company’s common stock shareholders of record as of January 31, 2020. 


14. Accumulated Other Comprehensive Income (Loss) 


The changes in accumulated other comprehensive income (loss), by component, were as follows: 


Unrealized Gains Foreign 
(Losses) on Currency 
Securities Translation 


Available-for-Sale Adjustments 


(in thousands) 


Balatice at December 31,2018... oxen gakec odie 4 8G. 30st h BARS OES ESR $(726) $ (5) 
Foreign currency translation adjustments, net of tax of $(5) ............2..00- —_ 14 
Amounts reclassified from accumulated other comprehensive income (loss), net 

OL tax OL GQ94) bedding. doh ce as Mead. FA Aerie Heo od Pater Sore ay 726 — 
Net current-period other comprehensive income (loss) .................-000- 726 14 
Balance at December 31, 2019 2.2... 2... tenes $ — $ 9 
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Unrealized Gains Foreign 
(Losses) on Currency 
Securities Translation 


Available-for-Sale | Adjustments 


(in thousands) 


Balance at December 31, 2017 «2.0... ccc cee teenies $(612) $ 12 
Unrealized net gain (loss) on available-for-sale securities, net of tax of $111 .... (292) — 
Foreign currency translation adjustments, net of tax of $6................2005 —_— (17) 
Amounts reclassified from accumulated other comprehensive income (loss), net 

of tax OF G61). C1). sae d.Pnak ons eels ele Pots ade lea eed oa tho as 48s 178 — 
Net current-period other comprehensive income (loss) .............020 ee eee (114) (17) 
Balance at December 31, 2018 2... 0... 0. eects $(726) (5) 


(1) On January 1, 2018, the Company adopted amendments to ASC 825 pursuant to ASU 2016-01. This 
standard requires all equity investments (other than those accounted for under the equity method) to be 
measured at fair value with changes in the fair value recognized through net income. 


15. Retirement Savings Plan 


The Company sponsors a defined contribution 401(k) retirement plan (the “401(k) Plan’) covering all 
employees who meet certain age and service requirements. Employees may contribute a percentage of their 
eligible compensation into the 401(k) Plan, subject to certain limitations imposed by the Internal Revenue Code. 
Through December 31, 2019, the Company matched employees’ contributions at a rate of 100% of employees’ 
contributions up to the first 5.0% of the employees’ compensation contributed to the 401(k) Plan. The 
Company’s matching contributions were $5.1 million, $5.2 million and $2.8 million in 2019, 2018 and 2017, 
respectively. 


16. Stock-Based Compensation 


Pursuant to the Company’s Omnibus Incentive and Equity Plan (the “Plan’”), officers, employees and 
directors may be granted equity-based awards, including restricted stock units (“RSUs”), performance stock units 
(“PSUs”), stock options and unrestricted shares of common stock. At December 31, 2019, 552,999 shares of 
common stock remain available for issuance of the 2,820,000 shares that are authorized for issuance under the 
Plan. 


Stock-based compensation expense is summarized as follows: 


Years Ended December 31, 
201920182017 = 
(in thousands) 
Stock-based compensation expense ...............-.- $22,232 $23,116 $20,288 


Restricted Stock Units 


Each RSU entitles the holder to one share of common stock when the restriction expires. RSUs generally 
have a term of one to three years and may be time-vested or performance-contingent (PSUs). Shares that are 
issued upon vesting are newly issued shares from the Plan and are not issued from treasury stock. 
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RSU activity for the year ended December 31, 2019 is summarized as follows: 


Weighted 
Average 

Number Grant Date 

of shares Fair Value 
Outstanding at December 31, 2018 ...... 0.0.0.0... cee eee eee 552,238 $111.49 
GAME! Bog std. chctid eet bo a han aceite Anateeh Selene ahs Beast 181,367 $108.42 
OTPSIC ve efeg 65 ais card deere ares, ana ees eh CAE, ne caea (24,019) $ 95.13 
GUHLOG * erase eee tse arasate ae ucla e eee cege area tbat beta a sacar enteat a eeaeuemone acs (181,210) $ 98.20 
Outstanding at December 31, 2019 ...... 0... eee eee eee 528,376 $115.74 


The grant-date intrinsic value of RSUs granted during the year ended December 31, 2019 was $19.7 million. 


Years Ended December 31, 
2019 2018 2017 
(in millions, except per share values) 
Weighted-average grant-date fair value per share ....... $108.42 $131.16 $108.32 
Fair value of RSUs vested ........... 0.0.00 00 00a ee $ 178 $ 125 $ 11.3 


For the years ended December 31, 2019, 2018 and 2017, a total of 66,441, 41,101 and 32,716 RSUs, 
respectively, were withheld through net share settlement by the Company to settle minimum employee tax 
withholding obligations. The Company paid $6.9 million, $5.3 million and $3.5 million for the years ended 
December 31, 2019, 2018 and 2017, respectively, in minimum employee tax withholding obligations related to 
RSUs withheld. These net share settlements had the effect of share repurchases by the Company as they reduced 
the number of shares that would have been otherwise issued as a result of the vesting. 


As of December 31, 2019 and 2018, unamortized stock-based compensation expense for outstanding RSUs 
was $27.8 million and $32.2 million, respectively, with a weighted average remaining contractual life of 1.3 
years and 1.5 years, respectively. The Company did not capitalize any stock-based compensation expenses during 
the years ended December 31, 2019, 2018 and 2017. 


During the years ended December 31, 2019 and 2018, the Company granted 52,960 and 68,803 PSUs 
included in the table above that contain performance-based metrics in addition to a service condition. 
Compensation expense for these PSUs is generally recognized over a three-year service period. For the years 
ended December 31, 2019 and 2018, total stock-based compensation expense included $7.5 million and 
$8.2 million, respectively, for PSUs. As of December 31, 2019 and 2018, unamortized stock-based compensation 
expense related to PSUs was $10.7 million and $11.4 million, respectively. 


Stock Options 


Stock option activity for the year ended December 31, 2019 is summarized as follows: 


Weighted 
Number Average 
of shares Exercise Price 
Outstanding at December 31, 2018 ......... 0.0.0... e eee eee 76,751 $12.86 
BXCLCISE 25 5 fos ccaeres tl aye tee and supdts oS ara, LB Said nce Se (70,097) $10.35 
Outstanding at December 31, 2019 ......... 0.0... eee eee 6,654 $39.35 
Vested and exercisable at December 31, 2019 ................ 6,654 $39.35 
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Stock options generally cliff vest after three years and have a contractual life of ten years. The weighted- 
average remaining contractual term for stock options outstanding at December 31, 2019 and December 31, 2018 
was 0.8 and 0.5 years, respectively. The weighted-average remaining contractual term for stock options vested 
and exercisable at December 31, 2019 was 0.8 years. At December 31, 2019, the aggregate intrinsic value of 
stock options outstanding and vested and exercisable was $0.5 million. There were no unvested stock options at 
December 31, 2019. The total intrinsic value of stock options exercised for the years ended December 31, 2019, 
2018 and 2017 was $6.4 million, $3.0 million and $2.5 million, respectively. Cash received from stock option 
exercises was $0.7 million, $0.8 million and $0.1 million for 2019, 2018 and 2017, respectively. 


Employee Stock Purchase Plan 


The Company offers an employee stock purchase plan that allows employees to purchase shares of common 
stock on the open market at market price through after-tax payroll deductions. The initial transaction fees are 
paid for by the Company and shares of common stock are purchased on a quarterly basis. The Company does not 
reserve shares for this plan or discount the purchase price of the shares. 


17. Earnings (Loss) Per Share 


The computation of basic and diluted earnings (loss) per share was as follows: 


Years Ended December 31, 

2019 2018 2017 
(in thousands, except per share amounts) 
Net Income:\(0SS). a5 64.46 d22%e i345 she SE REG eae Boe eRe eee $105,508 $76,080 $39,939 
Noncontrolling interests 20.0... eect eens (9,859) (551) (2,927) 
Net Income (Loss) Attributable to Stockholders .....................04. 95,649 75,529 37,012 
Preferred stock dividends ............ 0... c cece eee tenn ne enes (8,337) (8,337) (8,336) 
Net Income (Loss) Attributable to Common Stockholders ............... $ 87,312 $67,192 $28,676 
Shares (in thousands): 
Basic: Weighted-average number of shares outstanding ..................4. 6,963 7,174 7,013 
Plus: Incremental shares from assumed conversion of dilutive instruments ..... 1,186 1,353 234 
Diluted: Weighted-average number of shares outstanding .................. 8,149 8,527 7,247 
Earnings (Loss) per Share—Basic ...... 0.0.0.0. c eee cee eee eee $ 12.54 $ 937 $ 4.09 
Earnings (Loss) per Share—Diluted ....... 0.0... 0c eee ee $ 11.74 $ 886 $ 3.96 


The following table details the securities that have been excluded from the above computation of weighted- 
average number of shares for diluted EPS, because the effect would be anti-dilutive. 


Years Ended Years 
Ended December 31, 


2019 2018 2017 
(in thousands) 


Restricted stock units and stock options ......... 0.0.0.0 ce eee eee 22 120 — 
PTET ETECOStOC Ke oa o-hte fed panera tatty oe eng artes cau eiceeie Sitt odes eons ee euaenn erat te — — 897 
Total anti-dilutive securities ...... 0.0... eee 22 12 897 
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18. Concentration of Credit Risk 


The concentration of credit risk with respect to advisory fees receivable is generally limited due to the short 
payment terms extended to clients by the Company. No funds provided 10 percent or more of the total revenues 
of the Company in the year ended December 31, 2019. The following funds provided 10 percent or more of the 
total revenues of the Company in fiscal 2018 and 2017: 


2018 2017 
(in thousands) 
Virtus Newfleet Multi-Sector Short Term Bond Fund 
Investment management, administration and shareholder service fees ................ $54,257 $44,577 
Percent of total revenues! 23:2. .4:.6. dee daa Sade kein’ Oa Maeda ae aded 4 10% 11% 
Virtus Vontobel Emerging Markets Opportunities Fund 
Investment management, administration and shareholder service fees ................ $52,548 $48,826 
Percent of total’ revenues: = s..6o5.¢-e 9 aie d edod eRe odd be Saw OEE A Re aD He 10% 12% 


19. Redeemable Noncontrolling Interests 


Redeemable noncontrolling interests for the year ended December 31, 2019 included the following amounts: 


Affiliate 
Noncontrolling 
CIP Interests Total 

(in thousands) 

Balancé:at. December 31,2018: «occ diss dete eedbiacavss beac ees See ee $2,384 $55,097 $57,481 
Net income (loss) attributable to noncontrolling interests ............... 1,809 3,432 5,241 
Changes in redemption value (1) 1.0... 0.0... cece eee eee — 5,645 5,645 

Total net income (loss) attributable to noncontrolling interests ............. 1,809 9,077 10,886 

Net subscriptions (redemptions) and other .......... 0.00.00 ee eee eee eee 1,236 (5,758) (4,522) 

Balance at December 31, 2019 1... 00... ccc ee cee eee een ees $5,429 $58,416 $63,845 


(1) Relates to noncontrolling interests redeemable at other than fair value. 


20. Consolidation 


The consolidated financial statements include the accounts of the Company, its subsidiaries and investment 
products that are consolidated. VOEs are consolidated when the Company is considered to have a controlling 
financial interest, which is typically present when the Company owns a majority of the voting interest in an entity 
or otherwise has the power to govern the financial and operating policies of the entity. 


The Company evaluates any VIEs in which the Company has a variable interest for consolidation. A VIE is an 
entity in which either (a) the equity investment at risk is not sufficient to permit the entity to finance its own 
activities without additional financial support, or (b) where as a group, the holders of the equity investment at risk 
do not possess (i) the power through voting or similar rights to direct the activities that most significantly impact the 
entity’s economic performance; (ii) the obligation to absorb expected losses or the right to receive expected residual 
returns of the entity; or (iii) proportionate voting and economic interests and where substantially all of the entity’s 
activities either involve or are conducted on behalf of an investor with disproportionately fewer voting rights. If an 
entity has any of these characteristics, it is considered a VIE and is required to be consolidated by its primary 
beneficiary. The primary beneficiary is the entity that has both the power to direct the activities that most 
significantly impact the VIE’s economic performance and has the obligation to absorb losses of, or the right to 
receive benefits from, the VIE that could potentially be significant to the VIE. 
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In the normal course of its business, the Company sponsors various investment products, some of which are 
consolidated by the Company. CIP includes both VOEs, made up primarily of open-end funds in which the 
Company holds a controlling financial interest, and VIEs, which primarily consist of CLOs of which the 
Company is considered the primary beneficiary. The consolidation and deconsolidation of these investment 
products have no impact on net income (loss) attributable to stockholders. The Company’s risk with respect to 
these investment products is limited to its beneficial interests in these products. The Company has no right to the 
benefits from, and does not bear the risks associated with, these investment products beyond the Company’s 
investments in, and fees generated from, these products. 


The following table presents the balances of CIP that, after intercompany eliminations, were reflected in the 
Consolidated Balance Sheets as of December 31, 2019 and 2018: 


As of December 31, 
2019 2018 
VIEs VIEs 
VOEs CLOs Other VOEs CLOs Other 

(in thousands) 
Cash and cash equivalents ............ $ 2,665 $ 97,130 $ 363 $ 1,029 $ 51,363 $ 559 
Investinents <6 4 oes bd Sead pas eh 22,223 1,976,148 31,739 12,923 1,709,266 27,379 
OME ASSES) 22:8 she a neha a 1,563 21,450 599 228 30,426 403 
Notes payable ................000005 — (1,834,535) — — (1,620,260) — 
Securities purchased payable and other 

liabilities: 33.55 e003 aban d wae aes (2,964) (164,887) (200) (823) (69,737) (146) 
Noncontrolling interests .............. (3,865) (10,558) (1,564) (2,348) (13,958) $ (36) 
Net interests in CIP .... 06. ce cece ees $19,622 $ 84,748 $30,937 $11,009 $ 87,100 $28,159 

Consolidated CLOs 


The majority of the Company’s CIP that are VIEs are CLOs. At December 31, 2019, the Company 
consolidated five CLOs and one CLO in the warehouse stage. The financial information of certain CLOs is 
included in the Company’s consolidated financial statements on a one-month lag based upon the availability of 
financial information. Majority-owned consolidated private funds, whose primary purpose is to invest in CLOs 
for which the Company serves as the collateral manager, are also included. 


Investments of CLOs 


The CLOs’ investments of $2.0 billion at December 31, 2019 represent bank loan investments, which 
comprise the majority of the CLOs’ portfolio asset collateral and are senior secured corporate loans across a 
variety of industries. These bank loan investments mature at various dates between 2020 and 2028 and pay 
interest at LIBOR plus a spread of up to 10.0%. The CLOs may elect to reinvest any prepayments received on 
bank loan investments between April 2020 and October 2021, depending on the CLO. Generally, subsequent 
prepayments received after the reinvestment period must be used to pay down the note obligations. At 
December 31, 2019, the unpaid principal balance of the bank loan investments exceeded the fair value by 
approximately $59.5 million. At December 31, 2019, there were no material collateral assets in default. 
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Notes Payable of CLOs 


The CLOs hold notes payable with a total value, at par, of $2.0 billion, consisting of senior secured floating 
rate notes payable with a par value of $1.8 billion, warehouse facility debt of $8.3 million and subordinated notes 
with a par value of $193.0 million. These note obligations bear interest at variable rates based on LIBOR plus a 
pre-defined spread ranging from 0.8% to 8.7%. The principal amounts outstanding of the note obligations issued 
by the CLOs mature on dates ranging from October 2027 to April 2029. 


The Company’s beneficial interests and maximum exposure to loss related to these consolidated CLOs is 
limited to (a) ownership in the subordinated notes and (b) accrued management fees. The secured notes of the 
consolidated CLOs have contractual recourse only to the related assets of the CLO and are classified as financial 
liabilities. Although these beneficial interests are eliminated upon consolidation, the application of the 
measurement alternative prescribed by ASU 2014-13, results in the net assets of the consolidated CLOs shown 
above to be equivalent to the beneficial interests retained by the Company at December 31, 2019, as shown in the 
table below: 


(in thousands) 


Subordinated notes ..... 0.0.0.0... cece eee eee eee $83,383 
Accrued investment management fees .................-. 1,365 
Total Beneficial Interests ..........0.... 000 cee $84,748 


The following table represents income and expenses of the consolidated CLOs included in the Consolidated 
Statements of Operations for the period indicated: 


Year Ended 
December 31, 
2019 
(in thousands) 
Income: 
Realized and unrealized gain (loss), net ............... $ (8,914) 
ITMETESE INCOME $<. 25-5: 5.0. dts ss cpaderd msde cee aebes astie ene eee eaeaes 113,053 
Total INCOME: 6.0.6 6,406 44 ose oa Boke a atitee ee ee alas a $104,139 
Expenses: 
Other operating expenses .................. 00.0000. $ 3,367 
Interest Expense ccc idee bedded een ad 92,005 
Total BXpense 's4 3203440232 eee ees reaans Benes 95,372 
Noncontrolling interests ... 02... 0.0... e eee eee eee ee 1,028 
Net Income (loss) attributable to CIP ............... $ 9,795 
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As summarized in the table below, the application of the measurement alternative as prescribed by ASU 
2014-13 results in the consolidated net income summarized above to be equivalent to the Company’s own 
economic interests in the consolidated CLOs, which are eliminated upon consolidation: 


Year Ended 
December 31, 
2019 
(in thousands) 
Distributions received and unrealized gains (losses) on the 
subordinated notes held by the Company ............ $1,541 
Investment management fees ....................0.. 8,254 
Total Economic Interests ............ 00000 e eee eee $9,795 


Fair Value Measurements of CIP 


The assets and liabilities of the CIP measured at fair value on a recurring basis by fair value hierarchy level 


were as follows: 


As of December 31, 2019 
Level 1 Level 2 Level 3 Total 
(in thousands) 
Assets 
Cash equivalents ........ 0... cece eee ee eee nee $ 97,130 $ — $ — §$ 97,130 
Debt investments ........ 0.0.00. cece eee eee 218 1,973,427 39,389 2,013,034 
Equity investments ............ 0.0.0... e eee eee 15,872 171 1,033 17,076 
Total assets measured at fair value ............. $113,220 $1,973,598 $40,422 $2,127,240 
Liabilities 
Notes: payable: 4 cc.3.65-0c6cacadgectgddadivedudedeaces $ — $1,834,535 $ — — $1,834,535 
OLE SAICS. .s203 a5. estes ee ec acess Ae ee ad ee ae ee, eR 430 — — 430 
Total liabilities measured at fair value .......... $ 430 $1,834,535 $ — $1,834,965 
As of December 31, 2018 
Level 1 Level 2 Level 3 Total 
(in thousands) 
Assets 
Cash equivalents: i: sccc:son none: ecceunaie nos age decnnanend seatiees $51,363 $ — $ — $51,363 
Debt investments; s s.s3-6-8 satu daeden oi eet oo aad 5,306 1,724,714 6,848 1,736,868 
Equity investment’ 224.2 nec ae vesaweaeoedad sees vues 12,700 — — 12,700 
Total assets measured at fair value ............... $69,369 $1,724,714 $6,848 $1,800,931 
Liabilities 
Notes payable 2ccsaec0s encase ne we dha we eed Mae eees $ — $1,620,260 $ — $1,620,260 
short'salés). si sos. 3h ses Sted heed Bi eee oe o a eg 707 — — 707 
Total liabilities measured at fair value ............ $ 707 $1,620,260 $ — $1,620,967 


The following is a discussion of the valuation methodologies used for the assets and liabilities of the 
Company’s CIP measured at fair value. 


Cash equivalents represent investments in money market funds. Cash investments in actively traded money 
market funds are valued using published net asset values and are classified as Level 1. 
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Debt and equity investments represent the underlying debt, equity and other securities held in CIP. Equity 
investments are valued at the official closing price on the exchange on which the securities are traded and are 
generally categorized within Level 1. Level 2 investments represent most debt securities, including bank loans 
and certain equity securities (including non-U.S. securities), for which closing prices are not readily available or 
are deemed to not reflect readily available market prices, and are valued using an independent pricing service. 
Debt investments are valued based on quotations received from independent pricing services or from dealers who 
make markets in such securities. Bank loan investments, which are included as debt investments are generally 
priced at the average mid-point of bid and ask quotations obtained from a third-party pricing service. Fair value 
may also be based upon valuations obtained from independent third-party brokers or dealers utilizing matrix 
pricing models that consider information regarding securities with similar characteristics. In certain instances, 
fair value has been determined utilizing discounted cash flow analyses or single broker non-binding quotes. 
Depending on the nature of the inputs, these assets are classified as Level 1, 2 or 3 within the fair value 
measurement hierarchy. Level 3 investments include debt and equity securities that are not widely traded, are 
illiquid, or are priced by dealers based on pricing models used by market makers in the security. 


Notes payable represent notes issued by CIP CLOs and are measured using the measurement alternative in 
ASU 2014-13. Accordingly, the fair value of CLO liabilities was measured as the fair value of CLO assets less 
the sum of (a) the fair value of the beneficial interests held by the Company, and (b) the carrying value of any 
beneficial interests that represent compensation for services. The fair value of the beneficial interests held by the 
Company is based on third-party pricing information without adjustment. 


Short sales are transactions in which a security is sold that is not owned or is owned but there is no intention to 
deliver, in anticipation that the price of the security will decline. Short sales are recorded in the Consolidated 
Balance Sheets within other liabilities of CIP and are classified as Level 1 based on the underlying equity security. 


The securities purchase payable at December 31, 2019 and 2018 approximated fair value due to the short 
term nature of the instruments. 


The following table is a reconciliation of assets and liabilities of CIP for Level 3 investments for which 
significant unobservable inputs were used to determine fair value. 


Year Ended December 31, 
2019 2018 

(in thousands) 
Level 3 Investments of CIP (1) 
Balance at beginning of period ............ 0.0.00 eee eee eee $ 6,848 $ 34,781 
PUPCHASES aiacd 3k gnc ecte back Soe ob atheese dh haga een BUR ee Bee thon Se bs 2,466 7,122 
IGS! ct tessa et dy ete tases. fe senedteca acta a ead ats eum, acepac cameos tenen stoosMaeeceess (7,310) (13,895) 
AMOMIZANONG i3.2.05064 55nd toedaria bean Geen ees (13) 19 
Change in unrealized gains (losses), net ................0.0-. 235 1,993 
Realized gains (loss), net... 0.0... eee eee eee ene (94) 562 
Transfers to Level 2... 0... 0. eee eens (52,875) (33,873) 
‘Transters from devel 2 .¢..2.4.4.i4.06-04 dba eek eter aes 91,165 10,139 
Balance at end of period ...................0.0 cece eee $ 40,422 $ 6,848 


(1) The investments that are categorized as Level 3 were valued utilizing third-party pricing information 
without adjustment. All transfers are deemed to occur at the end of period. Transfers between Level 2 and 
Level 3 were due to a decrease in trading activities at period end. 
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Nonconsolidated VIEs 


The Company serves as the collateral manager for other collateralized loan and collateralized bond 
obligations (collectively, “CDOs’’) that are not consolidated. The assets and liabilities of these CDOs reside in 
bankruptcy remote, special purpose entities in which the Company has no ownership of, nor holds any notes 
issued by, the CDOs, and provides neither recourse nor guarantees. The Company has determined that the 
investment management fees it receives for serving as collateral manager for these CDOs did not represent a 
variable interest since (a) the fees the Company earns are compensation for services provided and are 
commensurate with the level of effort required to provide the investment management services, (b) the Company 
does not hold other interests in the CDOs that individually, or in the aggregate, would absorb more than an 
insignificant amount of the CDOs’ expected losses or receive more than an insignificant amount of the CDOs’ 
expected residual return, and (c) the investment management arrangement only includes terms, conditions and 
amounts that are customarily present in arrangements for similar services negotiated at arm’s length. 


The Company has interests in certain other entities that are VIEs that the Company does not consolidate as it 
is not the primary beneficiary of those entities. The Company is not the primary beneficiary as its interest in these 
entities does not provide the Company with the power to direct the activities that most significantly impact the 
entities’ economic performance. At December 31, 2019, the carrying value and maximum risk of loss related to 
the Company’s interest in these VIEs was $14.4 million. 


21. Subsequent Events 
Preferred Stock Conversion 


On February 3, 2020, 1,150,000 shares of mandatory convertible preferred stock (“MCPS”) converted to 
912,870 shares of the Company’s common stock. Each share of MCPS converted to 0.7938 shares of common 
stock at a conversion price of $125.97 per share, subject to customary anti-dilution adjustments. The number of 
shares of common stock issuable upon conversion was determined based on the volume-weighted average price 
per share of the Company’s common stock over the 20 consecutive trading day period beginning on, and 
including, the 22nd scheduled trading day immediately preceding the mandatory conversion date. 


Dividends Declared 
On February 26, 2020, the Company declared a quarterly cash dividend of $0.67 per common share to be 


paid on May 15, 2020 to shareholders of record at the close of business on April 30, 2020. 


22. Selected Quarterly Data (Unaudited) 


2019 
Fourth Third Second First 

($ in thousands, except per share data) Quarter Quarter Quarter Quarter 
REVENUES: sass. cate tree sis winds andes aap eele ark $146,084 $145,955 $140,489 $130,718 
Operating Income (Loss) ..................0-. 37,796 35,787 30,128 20,999 
NetIncomeé (oss) 3 2s5c-5. skate a8 Sie acne OR dence tes 29,782 25,359 27,899 22,468 
Net Income (Loss) Attributable to Common 

Stockholders: .25..5.05.¢ sedidd Aig 8a Had waweialad 20,808 22,000 24,842 19,662 
Earnings (loss) per share—Basic .............. $ 302 $ 317 $ 355 $ 2.80 
Earnings (loss) per share—Diluted ............. $ 283 $ 2.95 $ 3.26 $ 2.61 
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Fourth 
($ in thousands, except per share data) Quarter 
IREVENUCS-4.2268i2 cee: oe auction okie bei $138,065 
Operating Income (Loss) .................00-. 29,228 
Net Income (l088) e000 2¢6.000 540264 see heeees 1,093 
Net Income (Loss) Attributable to Common 
SLOCKHOIEDS 22.4 sh24:33. da diele snd cae heme V7 
Earnings (loss) per share—Basic .............. $ 0.01 
Earnings (loss) per share—Diluted ............. $ 0.01 
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$ 


$ 
$ 


2018 

Third Second 
a I 
152,210 $132,932 
33,946 27,308 
27,931 23,229 
24,913 20,986 
347 $ 2.91 
3.19 $ 2.75 


First 
Quarter 


$129,028 


22,617 
23,827 


21,216 
$ = 2.95 
$ 2.77 


Non-GAAP Information and Reconciliations 
(Dollars in thousands except per share data) 


The following are reconciliations and related notes of the most comparable U.S. GAAP measure to each 
non-GAAP measure. 


The non-GAAP financial measures included in this Proxy Statement differ from financial measures determined 
in accordance with U.S. GAAP as a result of the reclassification of certain income statement items, as well as the 
exclusion of certain expenses and other items that are not reflective of the earnings generated from providing 
investment management and related services. Non-GAAP financial measures have material limitations and 
should not be viewed in isolation or as a substitute for U.S. GAAP measures. 


Reconciliation of Total Revenues, GAAP to Total Revenues, as Adjusted: 


Twelve Months Ended 

12/31/2019 = 12/31/2018 % Change 
Total revenues, GAAP ...... 0. ccc cece cece e ee nes $563,246 $552,235 2% 
Distribution and other asset-based expenses (1) ......... 2.0.0.0 eee eee eee (82,099) (92,441) (11%) 
Consolidated investment products revenues (2) ........ 0.0. e eee eee eee 8,037 6,296 28% 
Total revenues, as adjusted .... 2.0... 0.2 $489,184 $466,090 5% 


Reconciliation of Total Operating Expenses, GAAP to Operating Expenses, as Adjusted: 


Twelve Months Ended 

12/31/2019 = 12/31/2018 % Change 
Total operating expenses, GAAP ........... 0... $438,536 $439,136 (0%) 
Distribution and other asset-based expenses (1) ......... 0.00.2 cece eee eee (82,099) (92,441) (11%) 
Consolidated investment products expenses (2) ...... 0.0... e ce eee eee eee (4,015) (3,515) 14% 
Amortization of intangible assets (3) ........ 00.000 eee cece cece eee (30,244) (25,142) 20% 
Restructuring and severance (4) ........ 0c eee eee eee ene eee (2,302) (366) 529% 
Acquisition and integration expenses (5) .. 0.0... cee eee ee eee (5,210) (11,037) (53%) 
Other (6) 22Ancn ead adwords see dessiaketeewieies eae eet wens oe (488) (679) (28%) 
Total operating expenses, as adjusted... 2.2.0.0... eee eee eee $314,178 $305,956 3% 
Reconciliation of Operating Income, GAAP to Operating Income, as Adjusted: 

Twelve Months Ended 

12/31/2019 = 12/31/2018 % Change 
Operating income, GAAP ...... 0.0... 2c teens $124,710 $113,099 10% 
Consolidated investment products operating income (2) .................. 12,052 9,811 23% 
Amortization of intangible assets (3) .......... 00. cece eee 30,244 25,142 20% 
Restructuring and severance (4) ... 0... 0. cece cece eee eens 2,302 366 529% 
Acquisition and integration expenses, net of tax (5) .......... 00... eee 5,210 11,037 (53%) 
Omen (6) sardcde ceunke ove at Pa Boda eben s doe ee career Sees oe 488 679 (28%) 
Operating income, as adjusted ........ 0... cece cece eee nee $175,006 $160,134 9% 
Operating margin, GAAP .. 1... eee 22.1% 20.5% 
Operating margin, as adjusted ........ 0... eee eee eee 35.8% 34.4% 
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Reconciliation of Net Income Attributable to Common Stockholders, GAAP to Net Income Attributable to 


Common Stockholders, as Adjusted: 


_helve Months Ended. 

a aes ee 
Net income attributable to common stockholders, GAAP ................. $ 87,312 $ 67,192 30% 
Amortization of intangible assets, net of tax (3) ...........2 00 0c eee ee eee 19,066 16,698 14% 
Restructuring and severance, net of tax (4) ..... 0... 2c ccc cee eee 1,678 264 536% 
Seed capital and CLO investments, net of tax (5) .......... 20.00.0000 ee (4,430) 13,244 (133%) 
Acquisition and integration expenses, net of tax (5) .......... 0... eee eee 3,798 8,443 (55%) 
Other, netof tax(6)> 9.3 cose obo a sarees bebo 8 adhe daw wget ee heeds 13,115 8,748 50% 
Net income attributable to common stockholders, as adjusted ............. $120,539 $114,589 5% 
Weighted Average Shares Outstanding—Diluted ....................04. 8,149 8,527 
Weighted Average Shares Outstanding—Diluted, as adjusted4 ............ 8,149 8,527 
Earnings Per Share—Diluted, GAAP ............ 00.0 cc eee eee $ 11.74 $ 8.86 
Earnings Per Share—Diluted, as adjusted .......... 2.0.00. 0 0c eee ee eee ee $ 14.79 $ 13.44 


A Reflects dilutive impact to shares in all periods; differs from GAAP basis in periods of a GAAP earnings loss, if any 


Notes to Reconciliations: 


Non-GAAP financial information differs from financial information determined in accordance with U.S. GAAP 
as a result of the reclassification of certain income statement items, as well as the exclusion of certain expenses 
and other items that are not reflective of the earnings generated from providing investment management and 
related services. Non-GAAP financial information has material limitations and should not be viewed in isolation 


or as a substitute for U.S. GAAP measures. 


Reclassifications: 


1. Consolidated investment products - Revenues and expenses generated by operating activities of mutual 
funds and CLOs that are consolidated in the financial statements. Management believes that excluding 


these operating activities to reflect net revenues and expenses of the Company prior to the 


consolidation of these products is consistent with the approach of reflecting its operating results from 


managing third-party client assets. 


Revenue related adjustments: 


1. Investment management fees/Distribution and service fees - Each of these revenue line items is reduced 


to exclude fees passed-through to third-party client intermediaries who own the retail client 


relationship and are responsible for distributing the product and servicing the client. The amount of 


fees fluctuates each period, based on a predetermined percentage of the value of assets under 


management, and vary based on the type of investment product. The specific adjustments are as 


follows: 


Investment management fees - Based on specific agreements, the portion of investment 


management fees passed-through to third-party intermediaries for services to investors in sponsored 


investment products. 


Distribution and service fees - Based on distinct arrangements, fees collected by the Company 


then passed-through to third-party client intermediaries for services to investors in sponsored 


investment products. Adjustment represents all of the Company’s distribution and service fees which 


are recorded as a separate line item on the condensed consolidated statements of operations. 


Management believes that making these adjustments aids in comparing the Company’s operating 


results with other asset management firms that do not utilize third-party client intermediaries. 
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Other adjustments: 


1. 


Distribution and other asset-based expenses—Primarily payments to third-party client intermediaries 
for providing services to investors in sponsored investment products. Management believes that 
making this adjustment aids in comparing the Company’s operating results with other asset 
management firms that do not utilize third-party client intermediaries. 


Amortization of intangible assets—Non-cash amortization expense or impairment expense, if any, 
attributable to acquisition-related intangible assets, including any portion that is allocated to 
noncontrolling interests. Management believes that making this adjustment aids in comparing the 
Company’s operating results with other asset management firms that have not engaged in acquisitions. 


Restructuring and severance—Certain expenses associated with restructuring the business, including 
lease abandonment-related expenses and severance costs associated with staff reductions, that are not 
reflective of the ongoing earnings generation of the business. Management believes that making this 
adjustment aids in comparing the Company’s operating results with prior periods. 


Acquisition and integration expenses—Expenses that are directly related to acquisition and integration 
activities. Acquisition expenses include transaction closing costs, certain professional fees, and 
financing fees. Integration expenses include costs incurred that are directly attributable to combining 
businesses, including compensation, restructuring and severance charges, professional fees, consulting 
fees, and other expenses. Management believes that making these adjustments aids in comparing the 
Company’s operating results with other asset management firms that have not engaged in acquisitions. 


Other—Certain expenses that are not reflective of the ongoing earnings generation of the business. 
Employment expenses and noncontrolling interests are adjusted for fair value measurements of affiliate 
minority interests. Income tax expense (benefit) items are adjusted, for uncertain tax positions, changes 
in tax law, valuation allowances, and other unusual or infrequent items not related to current operating 
results to reflect a normalized effective rate. Preferred dividends are adjusted as the shares are 
mandatorily convertible into common shares at the end of three years and the non-GAAP weighted 
average shares are adjusted to reflect the conversion. Management believes that making these 
adjustments aids in comparing the Company’s operating results with prior periods. 


Seed capital and CLO investments (gains) losses—Gains and losses (realized and unrealized) of seed 
capital and CLO investments. Gains and losses (realized and unrealized) generated by investments in 
seed capital and CLO investments can vary significantly from period to period and do not reflect the 
Company’s operating results from providing investment management and related services. 
Management believes that making this adjustment aids in comparing the Company’s operating results 
with prior periods and with other asset management firms that do not have meaningful seed capital and 
CLO investments. 


Components of Acquisition and Integration Expenses for the respective periods are shown below: 


Other—Certain expenses that are not reflective of the ongoing earnings generation of the business. In 
addition, it includes income tax expense (benefit) items, such as adjustments for uncertain tax 
positions, changes in tax law, valuation allowances and other unusual or infrequent items not related to 
current operating results to reflect a normalized effective rate. Preferred dividends are adjusted as the 
shares are mandatorily convertible into common shares at the end of three years and the non-GAAP 
weighted average shares are adjusted to reflect the conversion. Management believes that making these 
adjustments aids in comparing the Company’s operating results with prior periods. 
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Components of Other for the respective periods are shown below: 


Twelve Months Ended 
12/31/2019 12/31/2018 
NOE 3 sisi Dairies cgika wesiles gr wdesy Sse ett eterna case acdagins bs hacdnohenasches 
Occupancy related expenses ........ 00... e ee eee eee eee $ 180 $ 677 
Tax impact of occupancy related expenses ................ (49) (186) 
System transition expenses .......... 00... eee eee eee — 2 
Tax impact of system transition expenses ................. — — 
Employment expense fair value adjustments ................... 308 —_— 
Tax impact of affiliate equity expense .................04. (84) —_— 
Affiliate minority interest fair value adjustments ............... 5,554 _— 
Other discrete tax adjustments ........... 0... 0c e eee eee eee (1,131) (82) 
Preferred stockholder dividends ............. 0.00. ee eee eae 8,337 8,337 
Total Other’ 4s.05 02 hase ek eacoe Ree ee wes he we Sepeenenaeee $13,115 $8,748 


1. Seed capital and CLO investments earnings (loss)—Gains and losses (realized and unrealized), 
dividends and interest income generated by seed capital and CLO investments. Gains and losses 
(realized and unrealized) generated by investments in seed capital and CLO investments can vary 
significantly from period to period and do not reflect the Company’s operating results from providing 
investment management and related services. Management believes that making this adjustment aids in 
comparing the Company’s operating results with prior periods and with other asset management firms 
that do not have meaningful seed capital and CLO investments. 


Definitions: 


Revenues, as adjusted, comprise the fee revenues paid by clients for investment management and related 
services. Revenues, as adjusted, for purposes of calculating net income attributable to common stockholders, as 
adjusted, differ from U.S. GAAP revenues in that they are reduced by distribution and other asset-based expenses 
that are generally passed through to external parties, and exclude the impact of consolidated investment products. 


Operating expenses, as adjusted, is calculated to reflect expenses from ongoing continuing operations. Operating 
expenses, as adjusted, for purposes of calculating net income attributable to common stockholders, as adjusted, 
differ from U.S. GAAP expenses in that they exclude amortization or impairment, if any, of intangible assets, 
restructuring and severance, the impact of consolidated investment products, acquisition and integration-related 
expenses and certain other expenses that do not reflect the ongoing earnings generation of the business. 


Operating margin, as adjusted, is a metric used to evaluate efficiency represented by operating income, as 
adjusted, divided by revenues, as adjusted. 


Earnings (loss) per share, as adjusted, represent net income (loss) attributable to common stockholders, as 
adjusted, divided by weighted average shares outstanding, as adjusted, on either a basic or diluted basis. 


Additional Information Regarding Mutual Fund Investment Performance 


Additional information on Virtus Funds rated by Morningstar for the period ending December 31, 2019: 


Description Overall 3 yr. 5 yr. 10 yr. 
Number of 3/4/5 Star Funds 47 42 45 40 
Percentage of Assets 98% 92% 96% 98% 
Number of 4/5 Star Funds 29 23 25 20 
Percentage of Assets 86% 57% 65% 84% 
Total Funds 54 54 22 45 


Data quoted represents past performance. Past performance does not guarantee future results. Current 
performance may be lower or higher than the performance data quoted. Investing involves risk, including the 
possible loss of principal. The value of your investment will fluctuate over time and you may gain or lose money. 


Morningstar Ratings: 


The Morningstar Rating™ for funds, or “star rating,” is calculated for managed products (including mutual 
funds, variable annuity and variable life subaccounts, exchange-traded funds, closed-end funds, and separate 
accounts) with at least a three-year history. Exchange-traded funds and open-ended mutual funds are considered 
a single population for comparative purposes. It is calculated based on a Morningstar Risk-Adjusted Return 
measure that accounts for variation in a managed product’s monthly excess performance, placing more emphasis 
on downward variations and rewarding consistent performance. The top 10% of products in each product 
category receive 5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 
stars, and the bottom 10% receive 1 star. The Overall Morningstar Rating for a managed product is derived from 
a weighted average of the performance figures associated with its three-, five-, and 10-year (if applicable) 
Morningstar Rating metrics. The weights are: 100% three-year rating for 36-59 months of total returns, 60% five- 
year rating/40% three-year rating for 60-119 months of total returns, and 50% 10-year rating/30% five-year 
rating/20% three-year rating for 120 or more months of total returns. While the 10-year overall star rating 
formula seems to give the most weight to the 10-year period, the most recent three-year period actually has the 
greatest impact because it is included in all three rating periods. Ratings do not take into account the effects of 
sales charges and loads. 


© 2020 Morningstar, Inc. All rights reserved. The information contained herein: (1) is proprietary to Morningstar 
and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, 
complete, or timely. Neither Morningstar nor its content providers are responsible for any damages or losses 
arising from any use of this information. Past performance is no guarantee of future results. 


Strong ratings are not indicative of positive fund performance. Absolute performance for some funds was 
negative. For complete investment performance, please visit www.virtus.com. 


Please consider a fund’s investment objectives, risks, charges, and expenses carefully before investing. 
For this and other information about any Virtus Fund, contact your financial representative, call 
800-243-4361, or visit virtus.com for a prospectus or summary prospectus. Read it carefully before 
investing. 


Virtus Mutual Funds are distributed by VP Distributors, LLC, member FINRA and subsidiary of Virtus 
Investment Partners, Inc. 
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Exhibit 31.1 


CERTIFICATION UNDER SECTION 302 
I, George R. Aylward, certify that: 
1. [have reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation 
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: February 27, 2020 


/S/ GEORGE R. AYLWARD 


George R. Aylward 
President, Chief Executive Officer and Director 
(Principal Executive Officer) 


Exhibit 31.2 


CERTIFICATION UNDER SECTION 302 
I, Michael A. Angerthal, certify that: 
1. [have reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation 
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: February 27, 2020 


/s/ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President, Chief Financial Officer 
(Principal Financial Officer and Principal Accounting Officer) 


Exhibit 32.1 


CERTIFICATIONS OF CEO AND CFO PURSUANT TO 18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with this Annual Report on Form 10-K of Virtus Investment Partners, Inc. (the “Company”’) 
for the fiscal year ended December 31, 2019, as filed with the Securities and Exchange Commission on the date 
hereof (the “Report’’), each of the undersigned officers of the Company hereby certifies, pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of his 
knowledge: 


(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange 
Act of 1934; and 


(2) the information contained in the Report fairly presents, in all material respects, the financial condition 
and results of operations of the Company. 


Dated: February 27, 2020 


/s/ GEORGE R. AYLWARD 


George R. Aylward 
President, Chief Executive Officer and Director 
(Principal Executive Officer) 


/s/ MICHAEL A. ANGERTHAL 
Michael A. Angerthal 
Executive Vice President, Chief Financial Officer 
(Principal Financial Officer and 
Principal Accounting Officer) 


Directors and Officers 


From left: Paul G. Greig, Sheila Hooda, Timothy A. Holt, Mark C. Treanor, 
George R. Aylward, Susan S. Fleming, Melody L. Jones, Peter L. Bain. 
(Missing from photo: Stephen T. Zarrilli) 


Board of Directors 


George R. Aylward 
President and Chief Executive Officer 
Virtus Investment Partners 


Peter L. Bain }:2 
President, Chief Executive Officer and Director (Retired) 


BrightSphere Investment Group 
(formerly OM Asset Management) 


Susan S. Fleming, Ph.D. }4 

Keynote Speaker and Executive Educator 
Paul G. Greig !:4 

Chairman of the Board 

Opus Bank 


Timothy A. Holt 2:3 

Senior Vice President and Chief Investment 
Officer (Retired) 

Aetna, Inc. 

Sheila Hooda !:4 

Founder, Chief Executive Officer and President 
Alpha Advisory Partners 

Melody L. Jones #3 

Founder 

32-80 Advisors 

Mark C. Treanor 2:3 

Non-Executive Chairman of the Board of Directors 
Senior Partner (Retired) 

Treanor Pope & Hughes 


Stephen T. Zarrilli ++ 
President and Chief Executive Officer (Retired) 
The University City Science Center 


Board Committees 


1. Audit 3. Governance 
2. Compensation 4. Risk and Finance 


From left: Francis G. Waltman, Barry M. Mandinach, Mardelle W. Peiia, 
George R. Aylward, Michael A. Angerthal, Wendy J. Hills, W. Patrick Bradley 


Principal Corporate Officers 


George R. Aylward 
President, Chief Executive Officer and Director 


Michael A. Angerthal 
Executive Vice President 
Chief Financial Officer and Treasurer 


W. Patrick Bradley 
Executive Vice President 
Fund Services 


Wendy J. Hills 

Executive Vice President 

Chief Legal Officer, General Counsel 
and Corporate Secretary 


Barry M. Mandinach 
Executive Vice President 
Head of Distribution 


Mardelle W. Pena 
Executive Vice President 
Chief Human Resources Officer 


Francis G. Waltman 
Executive Vice President 
Product Management 


Shareholder Information— 


Security Listing 


The common stock of Virtus Investment Partners, 
Inc. is traded on the NASDAQ Global Market 
under the symbol “VRTS.” 


Transfer Agent and Registrar 


For information or assistance regarding your 
account, please contact our transfer agent 
and registrar: 


Virtus Investment Partners 

c/o Broadridge Corporate Issuer Solutions, Inc. 
P.O. Box 1342 

Brentwood NY 11717 


Toll-free (within U.S.): 866-205-7273 
Foreign Shareowners: 413-775-6091 


Web Site: 
https://shareholder.broadridge.com/VRTS 


E-mail: Virtus.|nvestment.Partners@virtus.com 


Annual Meeting of Shareholders 


Shareholders are invited to attend the 2020 Annual 
Meeting of Shareholders, which will be held virtually 
on Monday, May 18, 2020 at 9:00 A.M. EDT at 
www.virtualshareholdermeeting.com/VRTS2020. 


For More Information 


To receive additional information about Virtus 
Investment Partners and access to other shareholder 
services, visit Investor Relations in the “Our Story” 
section of our Web site at www.virtus.com, 

or contact us at: 


Virtus Investment Partners, Inc. 
Investor Relations 

One Financial Plaza 

Hartford, CT 06103 

Telephone: 800-248-7971 (Option 2) 
Fax: 413-774-1714 

e-mail: investor.relations@virtus.com 


For more information on the Virtus Mutual Funds or other products, call your financial representative or visit us at www.virtus.com. 


Photography by Jane Shauk. 


Affiliated Companies 


Ceredex Value Advisors LLC 
ceredexvalue.com 


Duff & Phelps 
Investment Management Co. 
dpimc.com 


Kayne Anderson Rudnick 
Investment Management, LLC 
kayne.com 


Newfleet Asset Management, LLC 
newfleet.com 


Rampart Investment 
Management Co., LLC 
rampart-im.com 


Seix Investment Advisors LLC 
seixadvisors.com 


Silvant Capital Management LLC 
silvantcapital.com 


Sustainable Growth Advisers, LP 
sgadvisers.com 


Virtus ETF Advisers LLC 
virtusetfs.com 


